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Honorable  Raymond  ?.  Snal’er 
Governor  of  Pennsylvania 
Harrisburg , Pennsylvania 

Dear  Governor  Shafer: 

The  Governor's  Conjalssion  for  Modern  State  Govern-ment , the  "l^ittle 
Hoover  Committ  ee,"  presents  herev/ith  its  reptr'  its  findings  and 
rscommendations . 

V.'e  believe  the  changes  reoonmended  in  tnie  report  ai‘e  in  accord 
v;ith  good  business  practices.  The  implement  at  i of  these  recommenda- 
tions vrill  be  of  grea'  benefi"  t ->  the  citizens  of  ~ he.  Commonv;ealt  h. 

The  members  of  the  Little  Hcov-.r  committee  join  us  in  urging  you  to 
appoint  a person  to  personally  represent  you  in  carrying  on  the  v/otk 
necessary  in  implementing  the  changes  recommended. 

All  tne  memoers  o:'  ".:e  Jommittee  dsvm  it  a privilege  “ ' have  pai- 
ticipated  in  this  effort  and  ••;a:-t  to  assure  you  that  v;e  v/ill  assist, 
in  any  veay  possible,  tne  person  you  designate  to  put  int:  effect  the 
recommendations  contained  i.c  'his  report . 

Re-'pt.ctfully, 


MEMBERS 


HON  ROBERT  BARTLETT 

MR  JOHN  W INGRAM 

MR  R WAYNE  OATES 

DR  A C VANDUSF.N 

MR.  CHARLES  S.  BOWDEN 
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Foreword 


The  establishment  by  Governor  Raymond  P.  Shafer  of  l ire  Governor’s 
Commission  for  Modern  State  Government  was  in  keeping  with  similar 
actions  by  other  governors  before  him.  Preceding  committees  included 
the  State  Government  Survev  Committee,  Francis  J.  Chesterman,  Chair- 
man, which  submitted  its  report  February  11,  1953;  Governor’s  .Vdvisory 
Committee,  Dr.  Stephen  E.  S’lveenex,  Chairman,  appointed  by  Governor- 
elect  George  M.  Leader  in  December,  1954,  and  the  Commission  on 
Governmental  Reorganization,  Anthony  [.  Drexel  Biddle,  Chairman, 
^vhich  reported  March  11,  1957. 

The  members  of  The  Governor’s  Commission  for  Modern  State  Gov- 
ernment were  named  bv  Governor  Shafer  in  August,  1967.  The  bipar- 
tisan selections  were  made  from  the  business  community,  the  academic 
world  and  the  government.  The  co-chairmen  are  Robert  E.  "Woodside, 
a former  Superior  Court  Judge,  former  State  Attorney  General,  and 
former  legislator,  and  former  LTnited  States  Ambassador  to  the  Nether- 
lands John  S.  Rice.  Colonel  Rice  also  served  at  various  times  as 
Secretary  of  Property  and  Supplies,  Secretary  of  the  Commonwealth  and 
State  Chairman  of  the  Democratic  Party. 

The  members  appointed  were  Hon.  Robert  G.  Bartlett,  Secretary  of 
Highways;  Charles  S.  Botvden,  retired  president  of  the  Pennsylvania 
Power  Company;  Martin  H.  Brackbill,  former  Budget  Secretary  and 
former  Deputy  Auditor  General;  Representative  Alvin  C.  Bush,  Repub- 
lican Caucus  Secretary;  Dr.  John  H.  Ferguson,  formerly  of  The  Penn- 
sylvania State  University  and  one-time  Secretary  of  Administration;  John 
\V.  Ingram,  Director  of  the  Pennsylvania  Economy  League’s  State  Divi- 
sion and  also  a former  Secretary  of  Administration;  Senator  'Whlliam  J. 
Lane,  Minority  ^Vhip;  Robert  L.  Leonard,  Partner,  Peat,  Marcvick, 
Mitchell  k Company;  Larry  D.  Martin,  Editor  and  Publisher  of  Flic 
Johnstown  Observer;  Thomas  B.  McCabe,  Jr.,  Vice  President,  Scott 
Paper  Company;  Dr.  Robert  J.  Mowitz,  Director,  Institute  of  Public 
.Administration,  The  Pennsylvania  State  University;  R.  Wayne  Oates, 
Comptroller,  PPG  Industries;  Hon.  Arthur  F.  Sampson,  Budget  Secre- 
tarv’  and  Secretary  of  Administration  and  former  Deputv  Secretarv  of 


Property  and  Supplies;  Representative  H.  Jack  Selt/er,  Chairman,  Mi- 
nority Appropriations  Committee;  Dr.  Donald  C.  Stone,  Dean  Emeritus, 
Graduate  School  of  Public  and  International  Affairs,  University  of  Pitts- 
burgh; Dr.  Albert  C.  VaiiDusen,  Vice-Chancellor,  University  of  Pitts- 
burgh; Senator  George  N.  Wade,  Chairman,  Appropriations  Committee; 
Representative  John  T.  Walsh;  Senator  John  H.  Ware,  Republican 
Caucus  Chairman,  and  William  G.  Willis,  Vice  President  and  Secretary  of 
Temple  University. 

During  the  course  of  the  Commission’s  study,  Henry  A.  Quinn,  Part- 
ner, Peat,  Maiavick,  Mitchell  & Company,  was  appointed  to  replace  Mr. 
Leonard  tvho  passed  away  December  13,  1968,  and  David  O.  Maxwell, 
Budget  Secretary  and  Secretary  of  Administration  was  appointed  in 
place  of  Mr.  Sampson  who  resigned  to  accept  a position  with  the  Fed- 
eral government. 

On  April  25,  1968  ilie  Committee  appointed  Joseph  J.  McHugh  as 
Executive  Director.  Mr.  McHugh  had  been  Director  of  Governor’s 
Budget  Bureau  for  a number  of  years,  and  served  as  Acting  Budget  Sec- 
retary during  the  final  months  of  the  Scranton  .Administration. 

The  press  dubbed  the  Commission  as  the  “Little  Hoover  Committee’’ 
and  it  became  known  and  is  generally  referred  to  by  this  name. 

The  Governor,  at  the  first  meeting  of  the  Committee  on  October  30, 
1967,  charged  its  members  to  “help  my  administration  economize, 
streamline  and  modernize  so  the  people  of  Pennsylvania  get  every 
penny’s  tvorth  out  of  every  tax  dollar  that  goes  into  making  govern- 
ment tvork.’’ 

On  March  14,  1968,  Governor  Shafer  announced  the  signing  of  Act 
No.  51-A  appropriating  ,|75,000  for  payment  of  all  necessary  expenses 
of  the  Little  Hoover  Committee  and  referred,  to  the  two  major  ob- 
jectives of  the  Committee  as  (1)  To  review  the  efficiency  of  each  Com- 
monwealth program;  (2)  d’o  examine  the  State’s  personnel  policies 
and  Civil  Service  Commission  to  suggest  a method  of  attracting  such 
quality  personnel  that  services  can  be  rendered  without  a constantly 
ex])anding  complement. 

Since  the  Governor  had  appointed  a Priority  Commission  and  also 
had  announced  that  his  administration  was  working  on  a reorganiza- 
tion plan  for  the  Executive  Branch,  Co-Chairman  Woodside  asked  for 
a clarification  of  the  responsibilities  of  the  Little  Hoover  Committee. 
The  Governor  answered  fudge  'Woodside  April  1,  1968,  by  letter: 
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“Dear  Bob: 


I am  happy  lo  see  that  the  Little  Hoover  Commission 
is  now  adequately  financed  and  prepared  to  begin  the  work 
for  which  it  was  formed. 

Your  question  concerning  the  jurisdiction  of  the  Little 
Hoover  Commission  and  the  defining  of  responsibilities  be- 
tween your  Committee,  the  Priority  Commission,  and  our 
leorganization  effort,  is  certainly  pertinent  at  this  time,  and 
I shall  outline  the  divisions  of  responsiblity  as  I see  them. 

The  Priorities  Commission  has  a threefold  responsi- 
bility: 

1.  It  will  identify  the  goals  and  objectives  of  State  Gov- 
ernment. 

2.  It  will  develop  criteria  for  allocating  onr  financial 
resources  among  these  goals  and  objectives. 

3.  It  will  propose  a specific  allocation  of  funds  for  the 
1969-70  budget. 

The  objectives  of  reorganization  are  reduction  of  the 
number  of  units  reporting  to  the  Governor  by  grouping 
similar  functions  within  the  same  agency;  improving  the 
Governor's  ability  to  coordinate  programs  and  enforce 
policy  decisions;  and  the  establishment  of  clear,  direct,  and 
manageable  lines  of  responsibility  and  communication. 

In  my  initial  charge  to  the  Little  Hoover  Commission, 
I purposely  refrained  from  limiting  the  scojae  of  your  in- 
vestigations so  that  you  would  be  free  to  conduct  a wide- 
ranging  study  of  our  operations  and  could,  therefore,  make 
recommendations  in  any  area  which  would  result  in  econo- 
mies or  increased  efficiency  in  the  operation  of  the  State 
Government. 

In  view  of  the  activities  of  the  other  groups  outlined 
above,  I would  suggest  that  it  might  be  appropriate  for  you 
to  direct  your  primary  efforts  at  the  means  which  we  use  in 
achieving  our  program  objectives. 
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This  would  lead  you  into  such  areas  as  our  use  ot 
modern  EDP  equipinent,  recruiting  and  training  activities, 
the  possibility  of  further  ccntrali/ing  automotive,  clerical, 
photographic,  reproduction,  mail  services,  and  the  poten- 
tial for  improving  central  staff  services.  We  woidd  also  ap- 
preciate your  appraisal  of  the  adequacy  of  management 
tools  now  available  to  department  heads  and  middle  man- 
agement within  departments  as  rvell  as  your  thoughts  on 
how  we  might  improve  the  cjuality  of  employees  which  State 
Government  attracts,  especially  at  the  middle  and  upper 
management  levels. 

While  your  jorimary  emphasis  might  be  on  means  or 
methods  of  operation,  we  would  expect  that  in  the  course 
of  your  investigations  you  might  also  develop  opinions  con- 
cerning our  objectives,  the  emphasis  which  we  place  on 
given  objectives,  and  the  manner  in  which  we  are  organized 
to  carry  out  these  objectives. 

I am  certain  that  those  working  on  these  subjects  would 
be  happy  to  consider  your  recommendations  in  these  areas, 
just  as  they  may  well  have  suggestions  concerning  methods, 
which  I am  sure  you  would  consider  in  your  deliberations. 
Thus  while  you  might  devote  your  primary  efforts  to  meth- 
ods, you  are  by  no  means  restricted  to  this  area. 

I trust  that  this  will  adequately  answer  your  question  con- 
cerning the  scope  of  your  activity.  If  further  clarification 
is  needed,  I am  certain  that  Secretary  Sampson  will  be 
happy  to  supply  additional  information. 

Sincerely, 

RAYMOND  P.  SHAFER” 


Subsequently,  in  accordance  with  the  Governor’s  suggestions,  the  Com 
mittee  agreed  to  focus  its  attention  upon  several  areas  for  study 
selected  on  the  basis  of  potential  opportunities  for  practicable  improve 
ment  and  economies,  and  to  organize  into  task  forces  to  study  each 
subject  area.  Four  subjects  were  approved,  and  four  task  forces  were 
appointed,  each  made  up  of  several  members.  The  task  forces  were  au- 
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thorized  to  solicit  through  the  Governor,  the  technical  assistance  o£  vol- 
unteer consultants  loaned  by  business  firms  and  academic  institutions. 
The  name  of  each  task  force,  its  scope  and  the  Committee  members 
assigned  thereto,  and  the  names  of  the  consultants  who  assisted  each 
task  force  are  as  follows: 

PROCUREMENT 

Scope: 

Study  all  State  purchasing  and  leasing  practices  as  to  standards, 
specifications  and  inspection,  contracts,  regional  purchasing  and 
warehousing,  inventory  control,  methods  to  prevent  purchase  of 
luxury  items,  and  systems  improvement  to  bring  about  greater  par- 
ticipation of  business  firms  in  bidding  for  State  business. 

Members: 

Tliomas  B.  McCabe,  Jr.,  Chairman;  Senator  William  J.  Lane;  Rob- 
ert L.  Leonard  (replaced  by  Heniw  A.  Quinn)  ; Larry  D.  Martin. 

Consultants: 

E.  F.  Andrews,  Allegheny  Ludlum  Steel  Corporation;  R.  William 
Banks,  Philadelphia  Gas  Works;  Paul  C.  Beacher,  TRW,  Inc., 
Tennis  J.  Bergen,  RC.L  Corporation;  John  E.  Brane,  Vertol  Di- 
vision, The  Boeing  Company;  Charles  D.  Glinsky,  Philco-Ford 
Corporation;  Earl  Goodwin,  Westinghouse  Electric  Corporation; 
Charles  Heisler,  Scott  Paper  Company;  Adam  Horn,  General  Tele- 
phone Company  of  Pennsylvania;  Glenn  C.  Mills,  Vertol  Division, 
The  Boeing  Company;  Harold  F.  Newman,  .\llegheny  Ludlum 
Steel  Corporation;  Robert  G.  Owens,  Hershey  Foods  Corporation; 
Robert  M.  Schaper,  Gulf  Oil  Corporation;  Joseph  G.  Smith,  Wheel- 
ing-Pi ttsburgh  Steel  Corporation;  A.  E.  Urich,  Gulf  Oil  Corpora- 
tion; Dale  Weisenstein,  Westinghouse  Electric  Corporation. 

PERSONNEL  MANAGEMENT 
Scope: 

Study  all  aspects  of  personnel  management  including  civil  service, 
recruitment,  testing,  veterans’  preference,  employe  morale,  incen- 
tive plans,  salary  scales,  minimum  cjualifications,  classification, 
fringe  benefits,  training,  turnover,  contracted  consultants  services, 
etc. 
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Members: 

Robert  G.  Ikntlett,  Chainnan;  Dr.  Robert  J.  Mowitz;  Dr.  Donald 
C.  Stone;  Representative  John  T.  Walsh;  Senator  John  H.  Ware. 

Consultants: 

Lewis  J.  Bibri,  Armstrong  Cork  Company;  Benjamin  D.  Boylston, 
Bethlehem  Steel  Corporation;  Donald  S.  Karl,  Bell  Telephone  Co. 
ol  Pa.;  Whlliam  O.  Lory,  Alcoa. 


.VDMJNISTRATIVE  SERVICES 
Scope: 

Study  all  phases  ot  office  services  including  printing  and  dupli- 
cating facilities,  communications,  transportation,  automatic  data 
processing,  property  inventory.  Commonwealth  insurance  practices 
including  State  Insurance  Fund,  space  utilization,  records  manage- 
ment, financial  management,  capitol  buildings  maintenance  and 
services,  institutional  management  and  processing  of  vendor  and 
contractor  payments. 

Members: 

Dr.  John  H.  Eerguson,  Chairman;  Charles  S.  Bowden;  Representa- 
tive Alvin  C.  Bush;  R.  Wayne  Oates;  Dr.  Albert  C.  VanDusen. 

Consultants: 

William  C.  Austin,  Atlantic-Richfield  Company;  Robert  Cheek, 
Westinghouse  Electric  Corporation;  J.  Raymond  Fleming,  Jones  & 
Laughlin  Steel  Coi'poration;  Joseph  J.  Gibbons,  Blaw-Knox  Com- 
pany; J.  J.  Paulos,  Jones  & Laughlin  Steel  Corporation;  P.  L.  Rein- 
hard,  Alcoa;  Dr.  Howard  M.  Teaf,  Jr.,  Flavcrford  College;  Flarold 
F.  vanGorder,  U.  S.  Steel. 


CAPITAL  EXPENDITURES  AND  PUBLIC  WORKS 
Scope: 

Study  of  planning,  approval,  financing  and  construction  procedures 
for  Commonwealth  owned  or  financed  capital  improvements,  in- 
cluding processes  of  long  range  planning,  budgeting,  initiation,  de- 
sign and  construction,  together  with  allocation  of  responsibilities 
among  Commonwealth  agencies  for  those  functions. 
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1  Members: 


John  W.  Ingrain,  Chairman;  Martin  H.  Brackbill;  Representative 
H.  Jack  Seltzer;  Senator  George  N.  Wade;  William  G.  Willis. 

Each  task  force  selected  certain  specific  subject  areas  within  its  scope 
ifor  study  and  reported  to  the  Committee  monthly  as  to  its  progress. 
■ .\s  each  of  the  task  forces  concluded  its  work,  its  chairman  presented 
its  report  to  the  Committee  for  review,  discussion  and  approval.  The 
reports  as  approved  were  presented  individually  to  Gorernor  Shafer: 

I Procurement 

II  Personnel  Management 

III  Administrative  Services 

IV  Capital  Expenditures  and  Public  Works 

In  this  report  the  four  individual  reports  are  combined. 

The  thanks  of  the  members  of  the  Committee  and  of  all  Pennsylva- 
nians are  due  the  expert  consultants  who  {performed  extremely  valuable 
services  for  the  Committee.  Thanks  are  also  due  to  the  employers  of 
, the  consultants  who  made  no  charge  either  for  their  services  or  expenses. 
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PROCUREMENT  TASK  FORCE  MEMBERS 

Thomas  B.  McCabe,  Jr.,  Chairman 

Sen.  William  J.  Lane  Henry  A.  Quinn 

Larry  D.  Martin 


CONSULTANTS 


E.  F.  Andrews 

Allegheny  Ludlum  Steel  Corp. 

R.  William  Banks 
Philadelphia  Gas  Works 

Paul  C.  Beacher 
TRW,  Inc. 

Teunis  J.  Bergen 
RCA  Corporation 

John  E.  Brane 

Vertol  Div.,  The  Boeing  Co. 

Charles  D.  Glinsky 
Philco-Ford  Corp. 

Earl  Goodwin 

Westinghouse  Electric  Corp. 

Charles  Heisler 
Scott  Paper  Company 


Adam  Horn 

General  Telephone  Co.  of 
Pennsylvania 

Glenn  C.  Mills 

Vertol  Div.,  The  Boeing  Co. 

Harold  J.  Newman 
Allegheny  Ludlum  Steel  Corp. 

Robert  G.  Owens 
Hershey  Foods  Corporation 

Robert  M.  Schaper 
Gulf  Oil  Corporation 

Joseph  G.  Smith 
Wheeling-Pittsburgh  Steel  Corp. 

A.  E.  Urich 

Gulf  Oil  Corporation 

Dale  Weisenstein 
Westinghouse  Electric  Corp. 


The  Recommendations 

OVERALL  STATE  PROCUREMENT 

1.  It  is  our  recommendation  that  the  Secretary  of  the  Department  of  Property 
and  Supplies  be  charged  with  the  responsibility  of  coordinating  all  Com- 
monwealth procurement  activities  covering  material,  services,  pricing, 
scheduling,  long-term  planning  and  methods.  To  accomplish  this,  the 
Department  must  be  reorganized  to  upgrade  the  responsibility  and 
authority  for  all  State  procurement. 

OVERALL  STATE  PROCEDURES 

2.  Summarize  all  laws  and  regulations  pertaining  to  procurement  into  one 
all-inclusive  document.  Assign  the  Department  of  Property  and  Supplies, 
within  the  scope  of  these  existing  laws,  the  responsibility  of  developing 
detailed,  understandable  procedures.  These  procedures  should  reflect  all 
of  the  required  interfaces  and  be  in  sufficient  detail  that  all  personnel 
involved  in  requisition  writing  and  buying  would  understand  the  system 
and  be  able  to  adequately  perform  their  assigned  functions  as  directed  by 
procedure.  Make  these  formal  procurement  procedures  applicable  to  all 
departments,  agencies,  commissions,  and  independent  authorities  within 
the  Commonwealth. 

AUDITS-FOR  COMPLIANCE  WITH  OVERALL  STATE  POLICY  AND  PROCEDURES 

3.  When  the  procurement  policies  and  formal  detail  procedures  are  approved 
and  published,  periodic  audits  on  a sampling  basis  should  be  performed 
for  compliance  to  the  policies  and  procedures  with  the  cycle  being  com- 
plete at  least  once  yearly  if  feasible.  The  sampling  basis  can  assure 
compliance  at  lowest  cost. 

COMPETITIVE  BIDDING 

4.  Greater  reliance  should  be  placed  on  buyer  judgment  and  negotiated 
price.  Implementation  of  this  recommendation  will  require  (a)  new  legis- 
lation or  a more  liberal  interpretation  of  the  current  law,  (b)  retraining, 
and  (c)  careful  study  of  commodity  groupings  in  order  to  develop  an 
orderly  selective  approach. 

BLANKET  ORDERS 

5.  Establish  annual  blanket  purchase  orders  on  all  commodities  used  from 
year-to-year  throughout  the  Commonwealth.  Require  by  procedure  that 
using  agencies  take  advantage  of  blanket  orders.  Reduce  the  paperwork 
and  approval  levels  required. 
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SMALL  VALUE  PURCHASE  ORDER 


6.  Review  the  procedures  establishing  the  monetary  limitations  on  small 
purchases  and  implement  a cost  effectiveness  study  to  evaluate  the 
feasibility  of  the  following: 

A.  A record  system  to  advise  how  much  State  money  is  being 
spent  on  small  purchases  and  to  what  suppliers.  This  could  be 
tied  into  the  mechanized  programming  of  the  Bidders'  List. 

B.  Analyze  the  accumulated  data  and  establish  authority  for  plac- 
ing purchase  orders  for  higher  dollar  amounts  without  such 
stringent  approval  levels  and  number  of  bidders  required. 

C.  Develop  a simplified  purchase  order  or  cash  voucher  system  for 
small  dollar  requirements  to  be  used  throughout  the  Com- 
monwealth. 

D.  Streamline  the  inspection  system  on  low  value  orders. 

E.  Stipulate  that  only  approved  bidders  may  furnish  low  value 
items. 


SURETY  BONDS 

7.  The  use  of  surety  bonds  should  be  discontinued.  Proper  maintenance  of 
the  source  selection  process  reconfirmed  on  a yearly  basis  will  meet  to- 
day's business  requirements  for  qualified  suppliers. 


PAYMENT  TO  SUPPLIERS 

8.  Establish  systems  and  procedures  for  the  prompt  payment  of  invoices. 
Consideration  should  be  given  to  immediate  payment  upon  receipt  of  the 
invoice  to  take  advantage  of  all  benefits  that  could  derive  therefrom. 


"STATE  OF  THE  ART"  PROCUREMENT 

9.  The  Commonwealth  should  adopt  techniques  to  increase  effectiveness. 

A.  A Value  Analysis  group  should  be  established  within  the  De- 
partment of  Property  and  Supplies  to  review  standards  and  iden- 
tify other  areas  of  procurement,  such  as  the  Receiving  and 
Inspection  recommendation,  in  which  value  analysis  could  be 
utilized  to  implement  appropriate  methods  and  procedures  to 
modernize  the  procurement  activity. 

B.  The  State  must  develop  a sufficient  cost  collection  reporting  sys- 

tem to  show  where  the  tax  dollars  are  being  spent,  by  whom, 
to  whom,  and  how  much.  This  is  mandatory  to  provide  guid- 
ance for  further  modification  and  improvements. 
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C.  The  State  should  establish  a traffic  function  which  would  control 
all  elements  of  moving  material. 

D.  Updating  Purchasing  System— A review  should  be  made  of  states 
known  to  have  a good  purchasing  system.  However,  since  public 
bodies  do  not  show  profit  to  exist,  we  feel  very  strongly  that  it 
would  be  meaningful  if  highly  competitive  industrial  purchasing 
systems  were  reviewed.  Firsthand  observations  could  be  made 
of  the  many  new  techniques  to  increase  efficiency,  eliminate  re- 
dundancy, and  control  costs.  When  studying  other  states'  sys- 
tems, it  might  be  pertinent  to  find  out  how  they  sell  legislative 
and  departmental  reform,  the  pitfalls,  and  what  recommenda- 
tions they  might  have  to  circumvent  human  resistance  to  change. 


STATE  IMAGE 

10.  Pennsylvania  must  improve  its  image  and  provide  qualified  suppliers  with 
the  incentive  to  do  business  with  the  State.  The  first  steps  must  be  the 
elimination  of  surety  bonds  and  streamlining  the  payment  of  invoices  as 
recommended  earlier.  Priority  should  be  given  to  the  development  of 
realistic  standards  and  the  discontinuance  of  "equal  to"  on  bids. 


SUPPLIERS  OF  STATE'S  REQUIREMENTS 

11.  The  Bidders'  List  should  be  purged  to  create  an  up-to-date  file  of  qualified, 
financially  responsible  and  reliable  suppliers.  It  might  be  well  to  change 
the  Application  for  Admission  to  Bidders'  List  to  Source  Evaluation  Sheet. 
A yearly  statement  regarding  financial  status  and  current  brochures  of 
product  lines  and  manufacturing  capability  should  be  required  from  the 
active  list  of  potential  suppliers.  A program  directed  at  soliciting  qualified 
sources  should  be  implemented.  Requisitioners  and  buyers  must  be  pro- 
vided with  this  list  of  qualified  suppliers,  and  required  to  use  these  sources. 
Catalogs  and  brochures  should  be  made  available  to  all  requisitioning 
agencies  in  order  that  they  may  properly  evaluate  from  the  various  sup- 
pliers' catalogs  the  commodity  they  want  to  procure.  A current  up-to-date 
source  file  with  only  qualified,  financially  capable  and  reliable  suppliers 
will  substantiate  recommendations. 


BLfDGET  CONTROL  AND  COMMITMENTS 

12.  A method  of  control  should  be  established  so  that  once  proper  budget 
approval  has  taken  place,  it  remains  as  a good  allocation  of  funds  until 
the  contract  is  either  consummated  or  can  be  placed  within  the  funding 
allocated. 


RECEIVING  AND  INSPECTION 


13.  Review  completely  current  methods  and  establish  systems  and  procedures 
to  receive  and  inspect  material  promptly.  Emphasis  should  be  placed  on 
supplier  performance,  statistical  sampling  methods,  and  the  test  procedures 
used  on  all  commodities. 


WAREHOUSING 

14.  Establish  a warehouse  system  to  utilize  the  warehousing  operation  in  con- 
junction with  annual  procurement  on  high-use  items  that  suppliers  do  not 
have  on  the  shelf  commercially  at  competitive  prices.  A system  of  with- 
drawal requisitions  for  accounting  purposes  should  be  used  in  lieu  of 
formal  purchase  orders.  Stock  levels  should  be  established  based  on 
usage  and  taken  into  consideration  in  the  yearly  budget  approvals. 
Apparent  plans  to  expand  the  warehousing  program  should  be  imple- 
mented. Procedures  should  be  fully  developed  requiring  agencies  to  use 
the  warehouse  system.  The  warehouse  system  should  not  be  a sales  or- 
ganization, but  utilized  to  store  high-usage  items  which  were  procured 
on  an  annual  basis  for  price  benefit. 


PROPERTY  CONTROL 

15.  Procedures  should  be  developed  to  cover  all  departments,  agencies,  com- 
missions, and  independent  authorities  within  the  Commonwealth  in  the 
accountability  of  property  and  the  inventory  management  system  required 
to  determine  the  total  assets  of  the  Commonwealth. 


SURPLUS  PROPERTY 

16.  The  Surplus  Property  Division  should  control  all  Statewide  surplus  property 
disposal.  Procedures  should  be  developed  to  cover  all  departments,  agen- 
cies, commissions,  and  independent  authorities  within  the  Commonweath 
concerning  methods  for  declaring  an  item  surplus,  how  it  will  be  disposed 
of,  and  where.  The  system  should  provide  for  on-site  disposal  and  must 
call  for  a central  record  that  shows  the  "how,  why,  what,  and  where" 
of  every  disposition.  To  induce  all  departments  and  agencies  to  utilize 
the  services  of  the  Surplus  Property  Division,  a system  should  be  established 
returning  the  funds  realized  through  surplus  action  to  the  budget  of  the 
agency  which  had  the  surplus  item.  This  recommendation  should  be 
coordinated  with  the  recommendations  on  Property  Control. 
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EMPLOYE  EDUCATION 

17.  The  Commonwealth  should  undertake  a continuing  training  program  for 
personnel  charged  with  responsibility  of  requisitioning  material  and  ser- 
vices. The  implementation  of  our  recommendations  in  placing  many  pro- 
curement positions  under  Civil  Service  should  upgrade  the  job  descriptions 
and  increase  awareness  of  procurement  practices. 

PROCUREMENT  PERSONNEL 

18.  It  is  recommended  that  job  descriptions  be  prepared  stating  the  required 
qualifications  and  education  necessary  to  perform  the  function.  Work 
standards  should  be  established  to  measure  performance  against  the 
standard.  Records  should  be  kept  which  will  allow  management  to  plan 
the  work  load  and  manpower  requirements.  Particular  attention  should 
be  given  to  the  establishment  of  a true  buying  function  and  not  an  order 
clerk.  Attempts  should  be  made  to  recruit  recent  college  graduates  into 
procurement  for  the  purpose  of  upgrading  the  buying  organizations  and 
providing  a better  balance  in  age  levels. 

Personnel  performing  the  physical  buying  of  materials  should  be  under 
Civil  Service.  Procedures  outlined  in  the  Administrative  Manual,  Item 
0100,  Personnel  Policy  and  Procedures,  governing  personnel  in  the  De- 
partment of  Property  and  Supplies,  do  not  supersede  the  policies  of  the 
Civil  Service  Commission  or  the  Governor's  Office. 

CIVIL  SERVICE 

19.  The  Committee  feels  it  would  be  highly  desirable  in  many  areas,  such  as 
the  Surplus  Property  Division,  Leasing,  Bureau  of  Standards,  and  the 
Bureau  of  Purchases,  to  remove  positions  up  to  and  including  the  Deputy 
Director  of  Procurement  from  the  political  arena  and  put  them  under 
Civil  Service. 

BUREAU  OF  STANDARDS 

20.  Further  study  of  the  Bureau  should  be  made  in  conjunction  with  our  recom- 
mendation No.  8,  Payment  to  Suppliers;  No.  13,  Receiving  and  Inspection; 
and  No.  9.  Establishment  of  a Value  Analysis  Group  is  essential  to 
improve  the  operation  of  this  organization. 

BOARD  OF  COMMISSIONERS  OF  PUBLIC  GROUNDS  AND  BUILDINGS 

21.  The  Board  of  Commissioners  of  Public  Grounds  and  Buildings  should  be 
removed  from  the  procurement  cycle.  We  can  see  no  logical  reason  for 
this  step  in  the  procurement  process. 
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THE  AUTOMOTIVE  BUREAU 


22.  Our  chief  recommendation  in  this  area  would  be  changes  to  allow  open- 
end  bidding  and  to  allow  local  governments  to  make  purchases  on  State 
open-end  contracts. 


THE  BUREAU  OF  PUBLICATIONS 

23.  Further  study  of  the  Bureau  of  Publications  should  be  made.  Very  likely 
most  of  its  problems  can  be  corrected  by  the  implementation  of  recom- 
mendations made  earlier  in  this  report. 


STATE  LEASING  PRACTICES 

24.  Additional  study  of  State  leasing  practices  should  be  made  to  determine 
the  effect  of  equipment  leasing  not  being  under  the  control  of  the  De- 
partment of  Property  and  Supplies.  Also  a standard  lease  form  should 
be  developed.  The  implementation  of  our  recommendation  to  establish 
the  Department  of  Property  and  Supplies  as  the  responsible  organization 
for  the  State's  overall  procurement  should  improve  long-term  planning. 

GENERAL  STATE  AUTHORITY 

25.  The  original  need  for  this  Authority  has  disappeared  and  we  recommend 
the  General  State  Authority  be  dissolved. 

LOCAL  GOVERNMENT/STATE  PROCUREMENT 

26.  It  is  our  conception  that  the  Department  of  Property  and  Supplies  should 
be  responsible  for  fully  informing  other  government  entities  within  the 
State  re  Commonwealth  contract  purchasing  arrangements  so  that  these 
groups  can  take  advantage  of  the  State  procurement  effort  which  should 
result  in  lowering  costs  for  all  parties  concerned.  Also,  we  would  suggest 
that  the  State's  total  procurement  effort  and  the  procurement  efforts  of 
municipal,  county,  and  local  governments  should  be  governed  by  the  new 
recommended  State  systems  and  procedures  and  should  be  under  con- 
tinuous scrutiny  by  the  Governor's  office,  and  legislation  should  be  enacted 
to  encourage  the  Governor  to  do  this.  It  should  be  recognized  that  a 
substantial  percentage  of  municipal,  county,  and  local  governmental  pur- 
chasing is  paid  for  through  State  taxes,  the  revenue  from  which  has  been 
allocated  to  these  governments  by  the  State.  (Refer  to  recommendation 
under  Item  22,  The  Automotive  Bureau.) 
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The  Problem 


It  is  natural  tor  a group  ot  purchasing  executives  from  industry,  where 
I purchasing  has  advanced  in  the  last  fifteen  or  twenty  years  from  a severely 
; limited  clerical  operation  to  a recognized  profit-oriented  function  iv^here 
j initiative  and  negotiating  skills  can  bring  great  financial  benefits  to  a 
company,  to  be  shocked  by  their  first  exposure  to  the  fishbowl  atmosphere; 

1 the  great  emphasis  on  avoiding  fraud,  collusion  or  favoritism;  the  exces- 
sive reliance  on  the  competitive  bid;  the  red  tape— in  short,  the  basic 
government  check  and  balance  characteristics  of  public  buying. 

The  failure  of  public  purchasing  officials  in  many  instances  to  imple- 
ment the  use  of  up-to-date,  sophisticated,  industrial  purchasing  and 
. materials  concepts,  is  usuallv  not  due  to  lack  of  ability  or  experience, 
but  to  the  environment  in  tvhich  the  officials  operate  and  the  existence 
of  outdated  procurement  legislation.  The  environment  problem  centers 
on  the  desire  to  avoid  anv  possibility  of  a politically  inspired  investigation 
^ or  examination.  The  people  directing  public  purchasing  are  inclined  to 
over-react  to  this  constant  possibility  and  follow  the  philosophy'— “ndien 
I in  doubt,  don’t  use  judgment;  just  follow  the  rules  and  stay  out  of 
I trouble.”  Whth  the  lacc  stressing  and  forcing  outmoded  competitive  bid- 
I ding  as  the  cure-all  for  government  procurement,  eve  find  public  purchas- 
ing procedures  severely  hampered. 

Consequently,  one  of  the  prime  targets  of  this  study  was  to  determine 
efficiencies  which  we  feel  can  be  achieved  evithin  a framework  of  checks 
and  balances  consistent  with  modern  business  practices  and  current  State 
needs. 

The  laws,  regulations,  and  manuals  governing  purchasing  in  general 
are  The  Administrative  Code  ot  1929,  The  Appropriation  Acts,  The 
Field  Purchasing  Manual  and  The  .-Administration  Manual,  Item  0700. 

.■As  amended  in  1968,  .Article  III,  Section  22  of  the  Constitution  of 
Pennsylvania  states; 

Ihe  General  .■Vsseniblv  shall  maintain  bv  law  a s\steiii  of  competitive 
bidding  under  which  all  pitrchases  ot  maievials,  printing,  supplies,  or 
other  personal  property  used  by  the  government  ot  this  Cknumonwealth, 
shall  so  far  as  practicable  be  made.  The  law  shall  provide  that  no  officer 
or  employe  ot  the  Commonwealth  shall  be  in  any  wav  interested  in  any 
purchase  made  by  the  Commonwealth  under  contract  or  otherwise. 
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Ii  appareiuly  is  liopecl  Ijy  the  Department  ot  Property  ami  Supplies 
that  all  laws  regarding  purchasing  will  be  repealed  and  replaced  by  a 
short,  all-inclusive  statute  to  permit  the  Secretary  of  Property  and  Sup- 
plies to  issue,  from  time  to  time,  regulations  governing  purchasing  for 
all  departments,  agencies,  commissions,  and  independent  authorities 
which  would  become  law.  We  have  been  acfvised  by  the  Department  of 
Propertv  and  Supplies  that  they  are  working  with  the  Legislative  Refer- 
ence Bureau  to  recommend  changes  in  the  laws  governing  purchasing. 

We  agree  with  this  approach,  but  since  we  have  no  idea  whether  or 
not  the  Legislature  would  be  amenable  to  these  changes,  we  have  based 
our  studies  on  the  situation  as  it  exists  today.  The  statement  in  the 
Constitution  of  Pennsylvania  that  “the  General  Assembly  shall  maintain 
by  law  a system  of  competitive  bidding  ...  so  far  as  practicable,”  gives 
use  to  the  question  of  interpretation.  A liberal  interpretation  would 
suggest  many  modern  business  practices  could  be  developed  within 
existing  laws. 

Bearing  these  things  in  mind,  it  would  still  appear  that  the  procure- 
ment operation  in  the  State  as  performed  by  the  Department  of  Property 
and  Supplies,  other  departments,  agencies,  commissions,  and  indepen- 
dent authorities,  within  the  restrictions  of  the  present  laws  and  current 
practice,  has  room  lor  considerable  improvement  in  establishing  a 
procurement  policy  that  provides  goods  of  the  right  equality  where  they 
are  needed,  when  they  are  neetled,  and  at  the  lowest  ultimate  cost.  This 
policy  implementation  will  do  much  to  lurther  State  efficiency  and  image. 

The  dollar  expenditures  involved  are  vast— and  so  are  the  savings  that 
(ould  result  Irom  improved  procedures  and  practices. 

All  expenditures  made  through  the  Department  of  Property  and  Sup- 
plies for  goods,  services,  and  construction  are  estimated  for  the  present 
fiscal  year  at  $.S88, 1,^1, 000  (Source:  Budget  Bureau,  Governor’s  Office.) 

All  State  agency  expenditures,  including  authorities  and  Turnpike 
Gommission,  for  goods,  services,  and  construction  tvere  $1,453,472,000  in 
the  1967  fiscal  year.  (Source:  U.  S.  Bureau  of  Gensus,  State  Government 
Finance.) 

All  Pennsylvania  State  and  political  sub-division  expenditures  for 
goods,  services,  and  construction  in  fiscal  year  1967  were  $2,030,754,000. 
(Source:  U.  S.  Buieatt  of  Census,  Government  Finance.) 
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lApproaches  and  Recommendations 

1 

OVERALL  SLATE  PROCUREMENT 

Purchasing  is  performed  by  the  Department  of  Property  and  Supplies, 
as  well  as  many  other  departments,  agencies,  commissions,  and  indepen- 
dent authorities,  such  as  the  Highway  Department,  Game  Commission 
and  General  State  Authority,  scattered  throughout  the  State.  The  absence 
of  control  and  coordination  of  these  efforts  result  in  needless  duplication 
and  failure  to  achieve  the  modern  business  practices  of  mass  buying, 
development  of  buying  exjaertise  and  sound  business  controls. 

1.  It  is  our  recoinineiidatiuu  that  the  Secretary  of  the  Department  of 
Property  and  Supplies  be  charged  with  the  responsibility  of  coordi- 
nating all  Commonwealth  procurement  activities  covering  mate- 
rial services,  pricing,  scheduling,  long-term  planning  and  methods. 
To  accomplish  this,  the  Department  must  be  reorganized  to  up- 
grade the  responsibility  and  authority  for  all  State  procurement. 

OVERALL  STATE  PROCEDURES 

The  Administrative  Code  ol  1929,  The  Fiscal  Code,  the  se\eral  appro- 
priation acts  and  the  various  purchasing  manuals  apparently  constitute 
the  procedural  guidelines.  The  Field  Purchasing  Manual  does  not  cover 
the  State  procurement  policy,  nor  does  it  state  what  the  buyer’s  objectives 
should  be  regarding  procurement.  The  manual  is  broad  in  scope  and 
it  references  other  media  of  control  which  are  not  included  in  the  manual. 
The  manual  lacks  detail— it  could  not  be  handed  to  a new  man  as  a guide 
to  procure  and  expect  him  to  function  and  conduct  the  interface  require- 
ments necessary  to  consummate  even  a simple  buy. 

The  technical  portion  of  the  purchasing  is  actually  accomplished  by 
a large  number  of  people  in  various  departments  and  agencies  scattered 
throughout  the  State  (these  are  the  many  people  that  originate  the 
requirement  and  write  the  purchase  requisition  which  includes  the 
specification  and  the  estimated  cost— the  latter  two  elements  are  normally 
accomplished  by  contacting  a supplier  of  the  type  of  article  to  be  pro- 
cured) and  there  is  undoubtedly  a large  turnover  of  the  requisition 
writers  within  the  State  government  since  those  qualified,  according  to 
the  manual,  are  many  fold. 
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2.  Summarize  all  laws  and  regulations  pertaining  to  procurement  into 
one  all-inclusive  document.  Assign  the  Departmeiit  of  Property 
and  Supplies,  xcithin  the  scope  of  these  existing  laius,  the  responsi- 
bility of  developing  detailed,  understandable  procedures.  These 
procedures  should  reflect  all  of  the  required  interfaces  and  be  in 
sufficient  detail  that  all  persoxinel  involved  in  requisition  writing 
and  buying  would  understand  the  system  and  be  able  to  ade- 
quately perform  their  assigned  functions  as  directed  by  procedure. 
Make  these  formal  procurement  procedures  applicable  to  all  de- 
partments, agencies,  commissions,  and  independent  authorities 
xcithin  the  Commonxcealth. 

AUDITS-FOR  COAfPLIANCE  WITH  OVER.VLL  STATE  POLICY 
AND  PROCEDURES 

The  absence  of  detailed  jnocedurcs  and  policy  statements  prevent 
any  meaningful  audit  program.  To  the  best  of  our  knowledge,  there  is 
no  planned  audit  cycle;  and  when  audits  are  {>erformed,  it  is  on  a time 
consuming  100  per  cent  basis. 

5.  JVhen  the  procuremexit  policies  and  formal  detail  procedures  are 
approved  axid  published,  periodic  audits  on  a sampling  basis 
should  be  performed  for  compliance  to  the  policies  and.  procedures 
xcith  the  cycle  being  complete  at  least  once  yearly  if  feasible.  The 
sampling  basis  can  assure  compliance  at  lowest  cost. 

COMPETITIVE  BIDDING 

The  procurement  approach  of  the  Commonw'ealth  is  based  primarily 
on  competitive  bidding.  Though  the  reason  for  this  might  have  been 
sound  in  the  past,  the  present  and  anticipated  future  in  procurement 
indicates  that  competitive  bidding  should  be  less  extensively  used. 

4.  Greater  reliance  should  be  placed  on  buyer  judgment  and  negoti- 
ated price.  Implementation  of  this  recommendation  will  require 
(a)  new  legislation  or  a more  liberal  ixiterpretation  of  the  cur- 
x'ent  law,  (b)  retraining,  and  (c)  careful  study  of  commodity  group- 
ings in  order  to  dex>elop  an  orderly  selective  approach. 

BLANKET  ORDERS 

Blanket  Orders  or  other  terminology,  such  as  Term  or  Schedule  Or- 
ders, Supply  Contracts,  Requirements  Contracts  and  Open-End  Contracts, 
used  to  describe  orders  calling  for  quantities  of  parts  and  materials  to 
cover  a specified  usage  period  and  be  received  in  smaller  quantities,  at 
various  locations  as  usage  dictates,  are  available  on  some  commodities. 
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However,  these  very  valuable  procurement  methods  are  lar  trom  being 
ully  utilized.  There  is  no  recjuirement  that  procuring  agencies  must  use 
hem.  The  paper  retpiired  to  release  against  such  orders  authorizing  the 
upplier  to  ship  items  is  extremely  bulky  and  time-consuming.  It  re- 
juires  as  much  effort  as  actually  issuing  a new  requirement  and  the 
esultant  purchase  order.  Releases  on  blanket  orders  necessitates  a requi- 
ition  (purchase  requisition)  and  the  same  approvals  as  on  any  new 
tern. 


b Establish  annual  blanket  purchase  orders  on  all  commodities  used 
from  year-to-year  throupho^it  the  Commonwealth.  Require  by 
procedure  that  using  agencies  take  advantage  of  blanket  orders. 

\ Reduce  the  paperwork  and  approval  levels  required.  An  ap- 
parent system  that  could  be  recommended  to  accomplish  this 
woxild  be  the  issuance  of  a blanket  order  listing  the  commodi- 
ties individually  priced  which  the  using  agencies  may  order  as 
required  during  the  year.  The  Comptroller  would  approve  the 
basic  blanket  order,  the  ceiling  price  of  which  would  represent 
; the  composite  budgets  of  the  using  agencies.  Accounting  would 
show  the  total  as  committed  dollars.  A simplified  om-page  snap- 
out  release  form  would  be  used  by  the  using  agencies  to  the  sup- 
plier, to  order  the  parts  as  required.  Upon  receipt  of  the  order, 
the  using  agency  would  indicate  acceptance  and  forward  the  ac- 
i counting  copy  to  the  Bureau  of  Financial  Management  for  debit 
against  his  account.  This  would  eliminate  the  multitude  of  ap- 
provals required  every  time  a field  purchase  order  is  issued. 


SMALL  VALUE  PURCHASE  ORDER 


The  administrative  cost  of  processing  a purchase  order  is  propor- 
tionately higher  for  a small  value  order  than  it  is  for  a high  value 
order.  In  fact,  this  cost  can  exceed  the  value  of  the  item  being  pro- 
:ured.  The  Director  of  the  Bureau  of  Financial  Management,  Office  of 
\dministration,  revealed  that  it  costs  the  State  $30  to  issue  a purchase 
prder.  The  current  system  of  accounting  dictates  that  a purchase  order 
!is  required  to  spend  any  amount  of  money. 

The  Field  Purchasing  Manual,  3.02,  “Use  of  Field  Limited  Purchase 
Orders”  outlines  the  monetary  levels,  approvals  and  competition  re- 
quired for  small  purchases.  Use  of  the  system  by  other  agencies  is  per- 
missible, based  on  a written  request  and  approval  by  the  Secretary  of 
Property  and  Supplies.  Records  are  not  kept  on  the  total  dollars  spent 
in  the  various  categories  of  purchase  order  amounts. 


6.  Review  the  pyocedin es  establishing  the  monetary  limitations  on  small 

purchases  and  implement  a cost  ejjectiveness  study  to  evaluate,  the 
feasibility  of  the  following: 

A.  A record  system  to  advise  how  much  State  money  is  be- 
ing spent  on  small  purchases  and  to  what  suppliers. 
This  could  be  tied  into  the  mechanized  programjning  of 
the  Bidders’  List. 

B.  Analyze  the  accumulated  data  and  establish  authority 
for  placing  purchase  orders  for  higher  dollar  amounts 
XL’ithout  such  stri)ige)U  approval  lex>els  and  mimber  of 
bidders  required. 

C.  Develop  a simplified  purchase  order  or  cash  voucher  sys- 
tem for  small  dollar  requirements  to  be  used  through- 
out the  Commonwealth. 

D.  Streamline  the  inspection  system  on  low  value  orders. 

E.  Stipulate  that  only  approved  bidders  may  furnish  low 
xmliie  items. 

SURETY  BONDS 

The  State’s  practice  of  requiring  security  bonds  of  10  percent  to 
25  percent  with  each  bid  is  outdated  and  costly.  The  nuisance  factor 
makes  big  business  shy  arvay  and  it  is  a hardship  to  small  business, 
consequently  competition  is  reduced.  Money  is  an  expensive  commodity 
and  the  State  is  paying  for  it  in  prices  paid.  The  cost  to  the  State  to 
administer  this  program  is  high. 

7.  The  use  of  surety  bonds  should  be  discontinued.  Proper  maintenance 

of  the  source  selection  process  reconfirmed  on  a yearly  basis  will 
meet  today’s  business  requirements  for  qualified  suppliers. 

P.WMENT  TO  SUPPLIERS 

The  long  delay  in  processing  an  invoice  is  of  major  concern  to  Com- 
monwealth suppliers,  and  also  a costly  item  to  the  State.  The  State’s 
method  of  paying  invoices  on  multi-item  purchase  orders  only  upon  re- 
ceipt of  the  last  item,  probably  results  in  higher  price  and  definitely 
results  in  lost  discounts.  The  same  is  undoubtedly  true  of  withholding 
payment  pending  proof  of  final  acceptance. 
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c?.  Establish  systems  uJid  procedures  for  the  protnpt  payment  of  invoices. 
Consideration  should  be  given  to  immediate  payment  upon  re- 
ceipt of  the  invoice  to  take  advantage  of  all  benefits  that  could 
derive  therefro?n.  Properly  coritrolled  sources  will  increase  the 
confidence  level  of  this  process,  hr  the  event  a supplier  has  to  be 
debited  back  for  rejected  ynaterial,  prompt  processing  of  the  re- 
fujid  of  payment  would  be  required  or  he  ivould  be  removed 
from  the  approved  source  list.  Suppliers  should  be  paid  promptly 
for  items  delivered  and  accepted,  and  not  be  penalized  because  of 
spread-out  delivery  requirements. 


STATE  OF  THE  ARE  PROCUREMENT 

'Elie  Commonwealth  does  not  show  any  aggressiveness  in  elevating  the 
procurement  activity  above  a routine  clerical  function,  whereas  many 
new  techniques  have  been  developed  in  industry  to  increase  efficiency, 
eliminate  redundancy  and  control  cost. 

9.  Establish  and  develop  such  teclnjiqiies  as  Value  Analysis— one  of  the 
most  useful  and  recently  developed  methods  for  cost  reduction 
utilized  vei-y  effectively  in  many  industries  is  J'alue  Analysis. 
This  highly  sophisticated  approach  requires  considerable  flexi- 
bility -with  respect  to  competitive  bidding  procedures,  particularly 
in  the  area  of  specifications.  As  of  this  moment,  the  State  is 
making  inadequate  use  of  this  concept.  A Value  Analysis  group 
should  be  established  ivithin  the  Department  of  Property  and 
Supplies  to  review  standards  and  identify  other  areas  of  procure- 
ment, such  as  the  Receiving  and  Inspection  recommendation,  in 
which  value  analysis  could  be  utilized  to  implement  appropriate 
methods  and  procedures  to  modernize  the  procurement  activity. 

Cost  Collection  System— Industry  has  substantial  methods  for  col- 
lecting procurement  expenditure  data;  whereas  the  State  does 
not  have  sufficient  information  to  see  the  total  picture  of  where 
the  tax  dollar  is  beirig  spent.  The  State  must  develop  a suf- 
ficient cost  collectio)}  reporting  system  to  show  where  the  tax 
dollars  are  being  spent,  by  whom,  to  whom,  and  how  much.  This 
is  7nandatory  to  provide  guidance  for  further  7nodification  and 
improveme7'its. 

Traffic  Eunction— Another  industiy  practice  is  to  7naintain  a traf- 
fic functio7i  to  control  /nove/nent  of  /7iaterial,  freight  charges,  loss 
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or  damaged  property,  and  other  elements.  This  control  is  lacking] 
it}  the  Commonwealth.  The  State  shoxild  establish  a traffic 
function  which  wottld  control  all  elements  of  mooing  material.  ! 

Updating  Purchasing  System— A review  should  be  made  of  states  \ 
known  to  have  good  purchasing  systems.  Hoioever,  since  public 
bodies  do  not  show  profit  to  exist,  we  feel  very  strongly  that  it 
would  be  meanitjgful  if  highly  competitive  industrial  purchasing  \ 
systenis  were  reviewed.  Firsthand  observations  could  be  made  of 
the  7nany  new  tech}iiques  to  increase  efficiency,  eliminate  re-  - 
dundancy , and  control  costs.  When  studying  other  states’  systems,  \ 
it  might  be  pertinent  to  find  out  how  they  sell  legislatix>e  and 
departmental  reform,  the  pitfalls,  and  what  recommendations 
they  might  have  to  circumvent  human  resistance  to  change. 

STA'fE  IMAGE 

In  reviewing  tire  State’s  procurement  activity  w'itli  suppliers,  it  be- 
came apparent  the  State  has  a ]>oor  reputation  as  a customer.  There 
were  several  repetitive  complaints  noted,  and  it  appears  that  the  State  is 
paying  higher  prices  than  necessary  as  a result  of  the  poor  image  pro- 
jected. Twm  of  the  problem  areas  described  earlier  in  this  report- 
surety  bonds  and  slow  payment  of  invoices— are  major  factors  in  lower- 
ing industry’s  opinion  of  the  State.  The  use  of  “eqtial  to”  on  bids  and 
the  absence  of  biddable  standards  also  present  large  problems  to  sup- 
pliers wdshing  to  do  business  tvith  the  State. 

10.  Pennsylvania  must  improve  its  image  and  provide  qualified  sup- 
pliers with  the  incentive  to  do  business  with  the  State.  The  first 
steps  must  be  the  elimination  of  surety  bonds  and  streamlining 
the  payment  of  invoices  as  recommended  earlier.  Priority  should 
be  given  to  the  development  of  realistic  standards  and  the  discon- 
tinuance of  “equal  to’’  on  bids.  We  also  recommend  the  follow- 
ing excerpts,  received  from  suppliers,  be  studied  to  identify  and 
correct  other  areas  that  cause  industry  concern: 

Buyers  are  not  qualified  to  make  a judgment  “equal  to”  on 
complex  items. 

Bureau  of  Standards  does  not  have  people  qualified  to  judge 
“equal  to”  on  highly  technical  equipment. 

What  the  State  gets  depends  on  the  institution  accepting  the 
item.  Ninety  per  cent  of  the  inspection  is  nothing  more  than 


16 


the  acceptance  by  the  tising  agency.  All  of  the  people  doing 
business  u’ith  the  State  know  which  one  of  the  institutions 
has  a weak  business  manager  and  -will  accept  anything  and 
which  ones  have  highly  qualified  business  managers  that  want 
exactly  what  they  specify.  Thus,  those  that  are  not  particu- 
lar get  inferior  products. 

The  Departmeyit  of  Public  Instruction  insists  on  setting  up 
their  own  standards  for  the  training  aids  that  they  use  in 
the  schools.  They  spend  a lot  of  money  developing  these 
sta7idards  ar^d  then  7iever  look  at  what  they  get  or  don’t  get; 
they  are  7iot  required  to  approve  or  accept  the  product  so  it 
u’as  a waste  of  money  to  prepare  the  standards. 

A sta7idard  has  been  established  07i  the  ite7n  for  which  a 
quotation  has  bee7i  requested;  however,  a bidder  will  quote 
a substandard  ite7n  at  a much  lower  price  and  receive  the 
bid. 

When  protested  by  a7i  u7isuccessful  bidder,  the  Stcmdards 
people  have,  on  the  spot,  revised  the  sta7idards  to  accept  the 
lower  pi'iced  com7nodity. 

The  State  loill  go  out  to  three  hra7iches  of  the  same  cot7i- 
pany  for  an  item  and,  with  three  bids,  this  gives  that  company 
a decided  edge  in  the  co77ipetition. 

Late  payment  of  mvoices—it  took  six  xveeks  to  get  it  in- 
spected. 

Hold  pay77ie7it  U7itil  all  items  have  bee7i  received;  77iay  have 
fifty  to  sixty  thousand  dollais  tied  up,  plus  surety  bond  for 
six  months. 

Surety  bond  is  a nuisa7ice  to  reputable  suppliers. 

The  State  is  buying  jnoney.  We  have  to  borrow  a7id  the/i 
u'hile  lue  wait  for  paynnent,  it  is  drawing  interest  and,  as  a 
result,  this  cost  must  be  reflected  in  the  price. 

Some  bids  7'equire  a lump  bid  of  all  items;  S07ne  suppliers 
can’t  provide  all  items  so  they  are  disqualified. 

Inco77sistent  from  07ie  bid  period  to  another  as  to  what  is 
“equal  to’’— depends  on  who  makes  the  judgment  and  often- 
times changes. 
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SUPPLIERS  OF  Sl’ATE’S  REOEJIREMENTS-BIDDERS’  LIST- 
VENDOR  SOURCE  FILE 

The  Application  for  Admission  to  Bidders’  List  form  provides  that 
anyone  desiring  to  do  business  with  the  State  ean  receive  a request  for 
quotation  by  merely  checking  the  commodities  on  which  he  desires  to 
bid.  There  is  no  known  list  of  qualified  and  reliable  sources  available 
to  the  personnel  responsible  for  requisitioning  or  buying.  A request 
for  quotation  is  automatically  sent  to  the  suppliers  who  have  indicated 
a desire  to  bid.  There  is  no  way  a buyer  can  restrict  the  bidders’  list  to 
qualified  sources  only.  This  procedure  of  suppliers  basically  selecting 
themselves  is  not  conducive  to  true  competition  nor  does  it  provide  the 
best  qualified  sources. 

11.  The  Bidders’  List  should  be  purged  to  create  an  up-to-date  pie  of 
qualiped,  pnancially  responsible  and  reliable  suppliers.  It  might 
be  xoell  to  change  the  Application  for  Admission  to  Bidders’  List 
to  Source  Evaluation  Sheet.  A yearly  statement  regarding  pnan- 
cial  status  and  current  brochures  of  product  lines  and  manufac- 
turing capability  should  be  required  from  the  active  list  of 
potential  suppliers.  A program  directed  at  soliciting  qualiped 
sources  should  be  implemented.  Requisitioners  and  buyers  must 
be  provided  with  this  list  of  qualiped  suppliers,  and  required  to 
use  these  sources. 

Catalogs  and  brochures  should  be  made  available  to  all  requi- 
sitioning agencies  i>i  order  that  they  may  properly  evaluate  from 
the  xiarious  suppliers’  catalogs  the  commodity  they  xoant  to  pro- 
cure. A current  up-to-date  soxirce  pie  with  only  qualified, 
pnancially  capable  and  reliable  suppliers  xoill  .substantiate  rec- 
ommendations. 

BUDGET  CONTROL  AND  COMMITMENTS 

When  the  budget  as  presented  by  the  Governor  has  been  approved  by 
the  Legislature,  it  establishes  the  departmental  budgets.  Even  though  the 
budget  has  been  approved,  purchases  of  a normal  nature  still  must  go 
to  the  Comptroller  for  approval  and  verification  of  funds.  On  procure- 
ments where  outside  engineering  sources  are  hired  to  design  and  prepare 
an  estimate  for  a planned  construction  program,  this  requires  not  only 
the  approval  of  the  Comptroller,  but  must  be  approved  by  the  Board 
of  Commissioners  of  Public  Grounds  and  Buildings.  If  the  approval 
cycle  has  not  been  accomplished  and  the  purchase  orders  placed  on  a 
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: firm  fixed  price  betore  the  end  oi  the  fiscal  year,  the  entire  recpurement 
imnst  be  resubmitted  for  budgetary  approval  again  the  following  year, 
) the  cycle  then  starts  all  over  again.  This  duplication  of  effort  and  delay 
i is  very  costly. 

(72.  A method  of  control  should  be  established  so  that  once  proper 
I budget  approval  has  taken  place,  it  remains  as  a good  allocation  of 

j funds  until  the  contract  is  either  consummated  or  can  be  placed 

j within  the  funding  allocated. 


RECEIVING  AND  INSPECTION 

The  receiving  and  inspection  system  as  presently  set  up,  because  of  the 
^geographical  location  of  the  many  receiving  locations,  the  involvement 
io£  standards  people,  sixpplier  personnel,  and  those  people  that  use  the 
[articles,  is  not  adequate  and  is  certainly  not  timely. 

\l3.  Review  completely  current  methods  and  establish  systems  and  pro- 
cedures to  receive  and  inspect  material  promptly.  Emphasis  should 
be  placed  on  supplier  performance,  statistical  sampling  methods, 
and  the  test  procedures  used  on  all  commodities. 


WAREHOUSING 

The  State  has  only  one  warehouse  witlr  a total  storage  area  of  50,000 
square  feet.  Consequently,  most  economical  practices  in  the  storage  of 
{high  quantity  items  cannot  be  used  because  of  limited  warehouse  space 
'and  lack  of  a transportation  system  to  move  these  materials.  In  addition, 

: using  agencies  are  not  required  to  requisition  from  the  warehouse. 

14.  Establish  a warehouse  system  to  utilize  the  warehousing  operation 
in  conjunction  -with  annual  procurement  on  high-use  items  that 
suppliers  do  not  have  on  the  shelf  commercially  at  competitive 
prices.  A system  of  withdrawal  requisitions  for  accounting  pur- 
poses should  be  used  in  lieu  of  formal  purchase  orders.  Stock 
levels  should  be  established  based  on  usage  and  taken  into  con- 
sideration in  the  yearly  budget  approvals.  Apparent  plans  to  ex- 
pand the  warehousi)ig  program  should  be  implemented.  Proce- 
dures should  be  fully  developed  requiring  agencies  to  use  the 
warehouse  system.  The  warehouse  system  should  not  be  a sales 
organization,  but  utilized  to  store  high-usage  items  which  were 
procured  on  an  annual  basis  for  price  benefit. 
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PROPERTY  CX)N  FROL 


Except  as  contained  in  the  Administration  Manual,  Item  0700,  used 
by  the  Department  of  Property  and  Supplies,  there  is  no  procedure  out- 
lining property  control  systems  for  State  departments  and  agencies. 

15.  Froredures  should  be  developed  to  cover  all  departments,  agencies, 
commissions,  and  independent  authorities  within  the  Common- 
wealth ill  the  accountability  of  property  and  the  inventory  man- 
agement system  required  to  determine  the  total  assets  of  the 
Commonwealth. 


SURPLUS  PROPER EY 

Eotn  different  units  participate  in  the  disposal  of  surplus  State  prop- 
erty: the  Surplus  Property  Division;  the  Automotive  Division;  the 
Bureau  of  Ptiblications  and  the  Bureau  of  Surplus  Federal  Property. 
There  seems  to  be  little  coordination  among  them.  In  addition,  many 
departments  and  agencies  do  not  take  advantage  of  the  services  of  the 
Surplus  Property  Division. 

16.  The  Surplus  Property  Dirusion  should  control  all  Statewide  surplus 
property  disposal.  Procedures  should  be  developed  to  cover  all 
departments,  agencies,  commissions,  and  independent  authorities 
within  the  Commonwealth  concerning  methods  for  declaring  an 
item  surplus,  how  it  will  be  disposed  of,  and  where.  The  system 
should  provide  for  on-site  disposal  and  must  call  for  a central 
record  that  shows  the  “how,  why,  luhat,  and  xohere”  of  eveiy 
disposition.  To  induce  all  departments  and  agencies  to  utilize 
the  services  of  the  Surplus  Property  Division,  a system  should  be 
established  returning  the  funds  realized  through  surplus  action  to 
the  budget  of  the  agency  ivhich  had  the  surplus  item.  This  rec- 
ommendation should  be  coordinated  with  the  recommendation 
on  Property  Control. 


EMPLOYE  EDUCATION 

Lack  of  familiarization  among  State  employes  outside  of  the  Depart- 
ment of  Property  and  Supplies  with  respect  to  procurement  practices, 
procedures  and  requirements  is  a serious  matter. 
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17.  The  Commonwealth  should  undertake  a continuing  training  pro- 
gram for  personnel  charged  ivith  responsibility  of  requisitioning 
material  and  sendees.  The  implementation  of  our  recommenda- 
tions in  placing  many  procurement  positions  under  Civil  Seiunce 
should  upgrade  the  job  descriptions  and  increase  awareness  of 
procurement  practices. 

PROCUREMExXT  PERSONNEL 

The  existing  policies  and  proceduies  do  not  establish  functional  re- 
sponsibilities or  tvork  standards  that  performance  can  be  measured 
against.  The  opinion  of  the  supervisor  is  the  sole  measure  of  per- 
formance. 

' 18.  It  is  recommended  that  job  descriptions  be  prepared  stating  the  re- 
quired qualifications  and  education  necessary  to  perform  the 
functions.  Work  standards  should  be  established  to  measure  per- 
formance against  the  standard.  Records  should  be  kept  which 
unll  allow  management  to  plan  the  work  load  and  manpower  re- 
quirements. Particular  attention  should  be  given  to  the  estab- 
lishment of  a true  buying  function  and  not  an  order  clerk. 
Attempts  should  be  made  to  recruit  recent  college  graduates  into 
procurement  for  the  purpose  of  upgrading  the  buying  organiza- 
tions and  providing  a better  balance  in  age  levels. 

Personnel  performing  the  physical  buying  of  materials  should  be 
under  Civil  Service.  Procedures  outlined  in  the  Administrative 
Manual,  Item  0100,  Personnel  Policy  and  Procedures,  governing 
personnel  in  the  Department  of  Property  and  Supplies,  do  not 
supersede  the  policies  of  the  Civil  Seivice  Commission  or  the  Gov- 
ernors Office. 

I CIVIL  SERVICE 

As  mentioned  earlier  in  this  report,  the  environment  in  which  pro- 
curement takes  place  is  one  of  undue  fear  of  politically  inspired  investi- 
. gations  and  massive  red  tajte. 

19.  The  Committee  feels  it  would  be  highly  desirable  in  many  areas, 
such  as  the  Surplus  Property  Division,  Leasing,  Bureau  of  Stan- 
dards, and  the  Bureau  of  Purchases,  to  remove  positions  up  to 
and  including  the  Deputy  Director  of  Procurement  from  the 
political  arena  and  put  them  under  Civil  Service. 
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BUREAU  OF  STANDARDS 

Some  complaints  liave  been  receiveil  that  delayed  inspection  holds  up 
invoice  payments  and  too  stringent  or  non-industry  specification  over- 
complicates purchasing. 

20.  Furtliey  study  of  the  Bureau  should  be  made  in  conjunctioJi  with 

our  rccouiinoidatiou  No.  S,  Payment  to  Su ppliers:  No.  13,  Re- 
ceiving and  Inspection , and  No.  9.  F.stablishmcn t of  a Value 
Analysis  Group  must  be  cotiducted  to  improve  the  operation  of 
this  organization. 

BOARD  OF  COMMISSIONERS  OF  1‘UBLIC  GROUNDS  AND 
BUILDINGS 

This  organi/ation  currently  has  icitain  responsibilities  that  cause  de- 
lay and  duplication  of  effort  in  the  procurement  operation,  d'he  Board 
must  approve  the  sales  of  used  State  vehicles,  recpicsts  for  office  leases 
and  accommodations  outside  the  Ca])ital  City.  Any  purchase,  regard- 
less of  size,  must  be  approvetl  by  the  Board  if  the  buyer  is  unable  to 
obtain  at  least  two  bids.  To  obtain  this  latter  approval  can  take  as  long 
as  forty-five  days.  Not  only  is  this  an  unwarranted  loss  of  time  in  the 
procurement  cycle,  it  also  is  a needless  waste  of  the  Board’s  time. 

21.  The  Board  of  Comtnissioners  of  Public  Grounds  and  Buildings 

should  be  re7no'ved  from  the  procurement  cycle.  We  can  see  no 
logical  reason  for  this  step  i)i  the  procurement  process. 

THE  AUTOMOTIVE  BUREAU 

With  one  exception,  the  Bureau  appears  to  be  buying  and  selling  ex- 
tremely well.  The  exception  is  the  Commonwealth’s  failure  to  take  ad- 
vantage of  mass  buying  for  its  own  use  and  the  corollary  of  permitting 
local  government  to  take  advantage  of  State  open-end  contracts. 

22.  Our  chief  recommendatio)i  i)i  this  area  would  be  changes  to  allow 

open-end  bidding  and  to  allow  local  goverjiments  to  7nake  pur- 
chases 077  State  open-e77d  co77tr(7Cts.  That  this  ca7i  be  do7ie  is  indi- 
cated by  a letter  from  Robert  F.  Brooks,  Deputy  Director  of  the 
Depart7ne77t  of  General  Seiiuces  of  the  State  of  Calif oiiiia,  to 
Tho77ias  B.  McCabe,  Jr.,  o7i  Nove777  ber  14,  1968,  in  luhich  he  stated: 
“We  have  purchased  166  Highway  Patrol  vehicles  for  local 
police  and  sheriff  units,  1100  seda7is,  and  16  fire  engines.  Sav- 
i7igs  to  local  agencies  on  these  U7iits  aloiie  rtms  mto  the  mil- 
lions of  dollars.” 


99 


THE  BUREAU  OE  PUI’.IJC  A HONS 


Preliminary  investigation  indicates  that  the  State  should  be  paying 
converter  rather  than  the  user-price  on  paper  purchased  to  be  delivered 
to  printers,  which  could  mean  a saving  of  approximately  five  per  cent. 
Other  problems  include  the  dujclication  of  effort  with  the  University 
Presses,  and  paper  quality  problems  with  printers  after  the  Standards 
' inspector  has  accepted  the  j^aper.  The  problem  of  slow  pay  by  the  State 
is  particularly  acute  here  in  securing  bidders,  since  prompt  payment 
I and  turnover  of  funds  is  a way  of  life  among  printers. 

23.  Further  study  of  the  Bureau  of  Publications  should  be  made.  J’ery 
likely  most  of  its  problems  ran  be  corrected  by  the  implementation 
of  recommendations  made  earlier  in  this  report. 

jST.\TE  LEASING  PR.\CTICES 

■ The  fact  that  the  Code  gives  permission  lor  agencies  to  lease  equip- 
1 ment  without  going  through  the  Department  of  Property  and  Supplies 

would  seem  to  create  loopholes  in  procurement  control.  The  State  has 
not  established  sufficient  long-range  planning  to  enable  the  use  of 
1 longer-term  leases.  No  evidence  exists  to  show  that  possible  long-term 
' advantages  of  buying/building  are  considered  in  lieu  of  leasing.  The 
; State  is  using  several  different  lease  forms. 

■ 2h.  Additional  study  of  Slate  leasing  practices  should  be  made  to  de- 

termine the  effect  of  ecjuipmod  leasing  not  being  under  the 
control  of  the  Department  of  Property  and  S2ipplies.  Also  a 
standard  lease  form  should  be  developed.  The  implementation 
of  our  recojnmeridation  to  establish  the  Department  of  Property 
' and  Supplies  as  the  responsible  organization  for  the  State’s  over- 

all procurement  should  improve  long-term  plarming. 

GENERAL  STATE  AUTHORITY 

The  need  for  this  Authority,  originally  formed  to  raise  funds,  de- 
i sign  and  construct  health,  school,  and  other  State  buildings,  would  seem 
» to  have  disappeaied  rvith  the  revisions  to  the  State  Constitution  to  per- 
mit borrowing.  It  rrould  appear  to  be  a cpiestion  as  to  whether  it  be- 
longs under  Propeity  and  Supplies  or  in  a separate  Department  of 
Public  Works.  In  any  event,  a combined  Legislative  and  Executive 
Board  would  seem  necessary  in  order  to  approve  changes  in  job  scope 
without  the  necessity  of  legislative  action. 
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Il  is  questionable  ■whether  mucli  purcliasing  expertise  is  being  applied 
to  this  operation  today,  which  has  some  .|7‘hS  million  ot  construction 
underway;  and  some  provisions,  such  as  the  ten  per  cent  bid  bond  which 
may  be  forfeited  if  errors  are  made  in  the  bid  and  the  inability  of  GSA 
to  negotiate  overtime,  no  iloid)t  bring  in  bids  cushioned  for  these  even- 
tualities. 

Architectural  consultants  helped  GSA  set  up  standards  and  specifica- 
tions a number  of  years  ago  which  were  meant  to  be  flexible  and  change 
with  the  times.  In  practice,  however,  as  applied  by  the  Bureau  of  En- 
gineering and  Construction  in  Property  and  Supplies,  they  have  been 
interpreted  in  an  inflexible  manner  and  add  to  the  expense  of  con- 
struction. The  same  is  true  of  school  building  construction  standards  as 
applied  by  the  Department  of  Public  Instruction. 

25.  The  original  need  for  lids  Auihority  has  disappeared  and  we  rec- 

ommend the  General  State  Authority  he  dissolved. 

LOCAL  GOVERNMENT-STATE  PROCETREMENT 

As  has  been  indicated  in  the  report,  the  State  is  not  taking  full  ad- 
vantage of  mass  buying.  Further,  municipal,  county  and  local  govern- 
ments have  not  been  tied  in  to  a State  mass  buying  program.  Normally, 
the  larger  the  quantity  purchased,  the  lower  the  unit  price. 

26.  It  is  our  conception  that  the  Deparbneyit  of  Property  and  Supplies 

should  be  responsible  for  fully  informing  other  government  en- 
tities loithin  the  State  re  Commonwealth  contract  purchasing  ar- 
rangements so  that  these  groups  can  take  advantage  of  the  State 
procurement  effort  which  should  result  in  lowering  costs  for  all 
parties  concerned.  Also,  we  luould  suggest  that  the  State’s  total 
prociireme7U.  effort  and  the  procurement  efforts  of  municipal,  \ 
comity,  and  local  governments  should  be  governed  by  the  new 
recommended  State  .systems  and  procedures  and  should  be  under 
continuous  scrutiny  by  the  Governor’s  office,  and  legislation  should 
be  enacted  to  encourage  the  Governor  to  do  this.  It  should  be 
recognized  that  a substantial  percentage  of  municipal,  county,  and 
local  governmental  purchasing  is  paid  for  through  State  taxes, 
the  revenue  from  which  has  been  allocated  to  these  governments  ' 
by  the  State.  (See  Recommendation  No.  22,  The  Automotive 
Bureau)  \ 
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The  Recommendations 


PERSONNEL  ORGANIZATIONAL  STRUCTURE 

1.  Establish  a single  central  personnel  organization  in  the  Office  of  Adminis- 
tration with  responsibility  for  personnel  administration  throughout  the 
Commonwealth  covering  all  agencies  under  the  Governor's  jurisdiction. 

2.  Consolidate  the  administrative  activities  now  performed  in  the  State  Civil 
Service  Commission  and  the  Bureau  of  Personnel  in  the  Central  Personnel 
Organization. 

3.  The  Civil  Service  Commission  should  retain  advisory,  investigative,  and 
adjudicative  functions. 

4.  The  Office  of  the  Governor's  Personnel  Secretary  should  be  abolished 
when  the  positions  for  which  he  recruits  are  placed  under  the  merit  system 
and  administered  by  the  Central  Personnel  Organization. 

5.  The  Central  Personnel  Organization  would  delegate  responsibility  for 
personnel  management  to  departments  and  agencies  to  the  maximum 
compatible  with  maintenance  of  the  service-wide  standards. 


MERIT  SYSTEM-PATRONAGE 

6.  Expand  the  merit  system  to  cover  all  positions  in  every  State  agency  under 
the  Governor's  jurisdiction  except  that  the  Governor's  appointment  au- 
thority should  include  bureau  director  and  sub-Cabinet  level  positions  as 
well  as  Cabinet  positions  throughout  the  agencies  under  his  jurisdiction. 

PERSONNEL  ADMINISTRATION  IN  THE  DEPARTMENTS 

7.  The  department  or  agency  head  should  be  charged  by  the  Governor  with 
the  implementation  of  a progressive  personnel  program. 

8.  Establish  a personnel  officer  of  stature  within  each  department  and  major 
agency  to  help  in  the  development  and  effectuation  of  such  a program. 

9.  Delegate  more  personnel  functions  to  the  departments  as  rapidly  as  they 
demonstrate  competence  to  carry  out  such  functions. 

10.  As  a principal  task,  the  proposed  Central  Personnel  Organization  should 
foster  effective  personnel  operations  within  the  executive  agencies. 


MANPOWER  PLANNING  AND  DEVELOPMENT 


11.  Expand  and  accelerate  the  Manpower  Planning  and  Development  Sys- 
tem for  the  continuing  assessment  of  professional,  technical,  and  adminis- 
trative personnel  requirements  in  all  agencies  so  that  recruitment  and 
development  activities  can  be  geared  toward  providing  an  effective  work 
force  when  and  where  required. 

12.  Provide  necessary  expert  staff  on  a permanent  basis  to  carry  out  this 
function  as  a part  of  the  previously  recommended  Central  Personnel 
Organization. 

13.  Define  the  role  of  departments  in  the  implementation  of  the  system. 

14.  Universities,  school  systems,  and  other  educational  institutions  should  be 
brought  into  partnership  to  assure  that  an  adequate  supply  of  the  various 
categories  of  personnel  will  be  available  to  meet  anticipated  requirements. 


EMPLOYE  BENEFITS 

15.  A new  leave-earning  schedule  is  proposed  to  reward  long-service  em- 
ployes as  follows: 


Years  of  Service 


Days  of  Leave 


up  to  1 5 

1-7  10 

8-19  15 

20  and  over  20 


16.  It  is  suggested  that  the  Governor  not  declare  holidays  in  addition  to  the 
13  designated  by  statute  with  the  exception  of  Primary  Election  Day; 
employes  should  use  annual  leave  in  lieu  of  other  days  off. 

17.  The  Hospitalization  and  Medical-Surgical  Insurance  program  is  more  than 
adequate  as  well  as  competitive  at  present,  but  it  is  recommended  that 
the  Commonwealth  continue  to  increase  its  contributions. 


18.  An  employe  education  program  and  sharper  managerial  control  of  sick 
leave  is  strongly  recommended.  When  the  costs  are  improved,  long-term 
benefits  (disability  benefits)  should  then  be  considered. 

Sick  benefits  should  cover  only  illness  to  the  employe,  quarantine,  and 
death  in  family.  Consideration  should  be  given  to  a new  schedule  for 
the  earning  and  accumulation  of  sick  benefits. 

19.  It  is  recommended  that  the  Commonwealth  provide  insured  death  benefits 
at  no  cost  to  its  employes.  Also,  it  is  suggested  that  optional  supplemental 
benefits  be  provided  with  employes  paying  whatever  extra  costs  are 
involved. 
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20.  Age  65  is  recommended  for  mandatory  retirement  with  provision  for 
Executive  Board  extension  to  age  70. 

21.  It  is  recommended  that  no  additional  benefits  be  added  to  the  retirement 
program  except  cost  of  living  increases  to  annuitants  and  beneficiaries 
when  deemed  necessary.  Further,  new  employes  should  be  given  the 
option  of  joining  the  system  during  the  first  three  years  of  employment. 

22.  It  is  recommended  that  the  Commonwealth's  program  of  Workmen's  Com- 
pensation insurance  be  studied  by  the  Administration,  in  depth,  as  pro- 
posed in  the  narrative. 


CIVIL  SERVICE  ACT 

23.  Amend  Section  507  of  the  Civil  Service  Act  to: 

I (a)  Fully  invest  managerial  authority  in  the  administrative  position  re- 
sponsible for  the  day-to-day  routine  functions  of  the  Civil  Service 

. Commission's  processes. 

(b)  The  Civil  Service  Commission  be  designated  a reviewing  body  limited 
to  investigating  and  hearing  appeals  relating  to  any  infractions  of 
merit  system  principles. 

24.  Amend  Section  601  of  the  Civil  Service  Act  to: 

(a)  Specify  that  a minimum  of  five  applicants  be  certified  on  a list  to 
an  appointing  authority  for  each  vacancy  to  be  filled,  allowing  an 
appointing  authority  greater  flexibility  in  choosing  employes. 

(b)  Establish  that  an  "incomplete  list"  would  be  a list  with  less  than  five 
certified  applicants. 

(c)  That  all  eligibles  on  the  Civil  Service  list  having  a score  within  five 
points  of  the  top  applicant  be  certified  to  the  appointing  authority. 

25.  Amend  Sections  501,  601  and  602  of  the  Civil  Service  Act  to  allow  super- 
visors to  choose  any  of  the  eligibles  on  a Civil  Service  promotion  list. 

26.  Amend  Article  V of  the  Civil  Service  Act  by  deleting  the  citizenship, 

Pennsylvania  residency  and  administrative  district  residency  requirements. 


^CLASSIFICATION  AND  COMPENSATION 

27.  Remove  existing  legislated  executive  salary  limits  and  adjust  in  accordance 
with  a pay  plan  based  on  evaluated  worth  of  these  positions. 
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28.  A certain  percentage  of  any  funds  to  be  used  for  a general  increase 
should  be  appropriated  for  the  resolution  of  internal  salary  inequities. 

29.  Consideration  should  be  given  to  the  development  of  a plan  to  consolidate 
overlapping  position  levels  and  pay  rates  by  better  job  design  and  proper 
organizational  and  reporting  relationships. 

30.  Consideration  should  be  given  to  establishing  a special  commission  every 
four  years  to  examine  and  make  recommendations  concerning  pay  scales 
for  top  political  and  career  executive  positions,  including  the  Governor. 

31.  The  Office  of  Administration  should  develop  appropriate  standards  for 
comparison  purposes  and  apply  the  Guide  Chart  Profile  system  on  a 
state-wide  basis  to  make  sure  that  the  salary  structure  changes  sought 
by  the  administration  have  acceptable  validity. 

32.  Selective  salary  surveys  by  the  Office  of  Administration  should  compare 
Commonwealth  salaries  for  benchmark  positions  with  salaries  paid  for 
similar  positions  in  the  other  jurisdictions  which  have  been  adopted  as 
the  standards  of  comparison  for  this  purpose  by  the  Commonwealth  of 
Pennsylvania. 

33.  A method  of  adjusting  the  salary  structure  and  pay  ranges  for  the  Com- 
monwealth should  be  developed,  based  on  findings  in  Recommendation 
32  above.  Such  adjustments  should  reflect  appropriate  consideration  of 
living  costs  variations  and  changes  in  the  competitive  levels  of  salary 
structures  as  v/ell  as  the  rate  of  progress  planned  to  reach  salary  policy 
goals  which  have  been  determined  and  approved  for  the  Commonwealth, 

34.  The  Office  of  Administration  should  devote  more  emphasis  to  the  main- 
tenance of  the  classification  plan. 

35.  Responsibility  for  position  classification  should  be  decentralized  as  much 
as  possible  to  the  operating  agencies  under  the  surveillance  and  control 
of  the  Office  of  Administration. 

36.  Greater  support  should  be  provided  the  Bureau  of  Personnel  in  the  Office 
of  Administration  to  develop  a highly  trained  and  knowledgeable  staff 
capable  of  providing  the  required  leadership  in  position  classification  and 
pay  administration. 

37.  Develop  a compensation  plan  to  provide  for  several  within-grade  salary 
increases  up  to  a certain  level  based  on  satisfactory  performance;  and 
additional  within-grade  increases  be  granted  only  on  the  basis  of  out- 
standing performance. 
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The  Problem 


This  report  concerns  itself  with  the  most  significant  personnel  man- 
agement challenges  which  the  Commonwealth  must  meet  in  order  to 
attract,  retain,  and  achieve  full  utilization  of  a qualified  work  force  com- 
petent to  provide  efficient  services  in  a large  and  demanding  modern 
state. 

The  Commission  initially  reviewed  available  Commonwealth  litera- 
ture concerning  personnel  management  and  pertinent  federal  reports 
and  publications. 


Next,  the  Executive  Director  of  the  State  Civil  Service  Commission, 
the  Director  of  Personnel  in  the  Office  of  Administration,  and  the  Gov- 
ernor’s Personnel  Secretary  presented  their  views.  The  administrative 
heads  of  the  larger  Commonwealth  agencies  appeared  or  presented  re- 
ports on  personnel  management  as  they  viewed  it  from  an  operational 
standpoint. 


Field  visits  were  then  arranged  in  various  offices,  agencies,  and  insti- 
tutions throughout  the  State  during  which  members  of  the  Commission 
and  consultants  could  independently  observe  typical  State  facilities  in 
operation  and  discuss  personnel  matters  with  employes  and  supervisors 
at  all  levels. 


Representatives  of  industry  and  private  insurance  carriers:  officials  of 
the  states  of  New  York,  New  Jersey,  Michigan,  Ohio  and  Calilornia;  the 
State  Council  of  Public  Employees,  and  the  Joint  State  Government 
Commission  rvere  consulted.  Recent  research  reports  \vere  studied,  sup- 
plied by  Chamber  of  Commerce  of  the  Lbiited  States,  Pennsylvania 
League  for  Civil  Service,  State  of  .\rkansas  Highway  Department,  Na- 
tional Association  of  State  budget  Officers  and  the  Council  of  State 
Governments. 

The  information  was  reviewed,  discussed  and  evaluated  until  it  was 
felt  that  the  principal  problem  areas  could  be  isolated  and  studied  in 
depth. 


'I'his  report  covers  the  following  areas  concerning  jrersonnel  adminis- 
tration; 


Personnel  Organizational  Structure 

Merit  System— Patronage 

Personnel  Administration  in  Departments 

Manpower  Planning  anci  Development 

Employe  Benefits 

Civil  Service  Act 

Classification  and  Compensation 

We  believe  that  if  the  Commonwealth  institutes  a modern  and  com- 
prehensive system  of  personnel  administration  as  recommended  in  this 
report,  a major  improvement  in  the  cpiality  of  public  service  will  take 


Approaches  and  Recommendations 

THE  PERSONNEL  ORGANIZATIONAL  STRUCTURE 

Personnel  management  in  the  Commonwealth  is  now  governed  by 
three  central  agencies;  the  Bureau  of  Personnel  in  the  Office  of  Admin- 
istration, the  State  Civil  Service  Commission  and  the  Governor’s  Person- 
nel Office. 

The  Bureau  of  Personnel  has  final  responsibility  for  classification, 
compensation,  training,  employe  benefits,  personnel  rules,  and  other  re- 
lated activities  not  ascribed  to  the  State  Civil  Serv'ice  Commission  by  the 
the  Civil  Service  Act. 

The  Civil  Service  Commission  does  some  recruiting,  publishes  an- 
nouncements, evaluates  applications,  conducts  examinations,  establishes 
lists  of  eligibles  and  determines  the  propriety  of  appointments  and  pro- 
motions for  all  Civil  Service  positions.  In  addition,  it  issues  policies  and 
hears  app>eals. 

The  Governor’s  Personnel  Office  processes  applications,  performs  lim- 
ited recruiting,  and  sets  policy  or  establishes  procedures  with  regard  to 
the  Commonwealth’s  patronage  positions  and  employes. 

The  effectiveness  of  personnel  management  varies  very  considerably 
among  operating  agencies.  Personnel  programs  range  from  records  and 
processing  activities  to  relatively  comprehensive  programs  in  various 
stages  of  development. 

.\lthough  department  heads  and/or  department  personnel  officers 
have  a distinct  impact  upon  their  particular  agency  program,  the  existing 
three  personnel  agencies,  with  control  responsibility,  generally  have  a 
restraining  or  retarding  effect  on  the  development  and  efficaev  of  de- 
partment personnel  programs. 

Directional  leadership  in  personnel  management  on  a Commoncvealth- 
wide  basis  is  minimal  if  it  exists  at  all,  principally  because  the  total 
final  responsibility  is  uncoordinated  and  vested  in  three  separate  or- 
ganizations. A central  personnel  organization  is  necessary  in  order  to 
provide  uniformity  of  direction  in  all  aspects  of  personnel  management 
in  all  operating  agencies. 


/.  /I  single  Coilral  Personnel  Orginiizalioii  be  established  in  the  Office 
of  Adniinistration  with  responsibility  for  personnel  administra- 
tion throuzhout  the  Commonwealth  covering  all  agencies  under 

o o o 

the  Governor’s  jurisdiction. 

2.  The  administrative  activities  now  performed  in  the  State  Civil  Ser- 

vice Commission  and  the  Bureau  of  Personnel  be  consolidated 
in  the  Central  Personnel  Organization. 

3.  The  Civil  Sendee  Commission  retain  advisory,  investigative , and  ad- 

judicative  functions. 

3.  'The  Office  of  the  Governor’s  Personnel  Secretary  be  abolished  when 
the  positions  for  which  he  recruits  are  placed  under  the  merit 
system  and  administered  by  the  Central  Personnel  Organization. 

5.  The  Central  Personnel  Organization  delegate  responsibility  for  per- 
sonnel management  to  departments  and  agencies  to  the  maxi- 
mum compatible  xoith  maintenance  of  service-udde  standards. 

Ml'RlT  SYS  riiM-PA  l KONAGE 

Approximately  sixty  iliotisantl  State  positions  are  now  co\ered  by  the 
merit  system  and  anotlier  lorty-five  thousand  lemain  tinder  patronage. 

Since  passage  of  the  I’endleton  Act  in  1883,  we  have  accumulated 
ample  experience  concerning  the  efficacy  of  merit  systems  for  public 
employment.  \\’ithout  attempting  to  recapitulate  the  history  of  this 
experience,  recruitment  and  selection  of  personnel  to  work  for  modern 
organizations  has  become  a professional  operation  which  political  par- 
ties are  not  cejuipped  to  perform. 

Moreover,  if  the  public  is  to  obtain  ellective  administration  in  gov- 
ernment, then  standards  of  merit  must  jtrevail  in  the  employment,  re- 
tention, promotion  and  removal  of  employes.  The  goals  and  objectives 
of  political  parties  are  more  likely  to  be  achieved  if,  when  holding 
power,  there  exists  an  ongoing  organizational  structure  with  the  capa- 
bility of  carrying  otit  the  policies  of  the  party  in  power.  To  this  end, 
large  industrial  states  like  California,  Michigan  and  New  York  already 
have  more  than  90  per  cent  civil  service  coverage. 

While  recommending  extending  coverage  under  the  merit  system  for 
State  employes,  at  the  same  time  we  w'oulcl  like  to  emphasize  that  per- 
sonnel policies  and  practices  be  developed  which  wall  assure  on  the  one 
hand  incentives  and  promotion  for  effective  performance  and  on  the 
other  hand  disincentives  and  removal  for  non-effective  performance. 


A valid  criticism  of  the  merit  system  has  been  the  tendency  to  guaran- 
tee employment  for  persons  once  selected  regardless  of  the  cjuality  of 
performance.  The  remedy  for  this  condition  is  not  the  patronage  system 
but  rather  a system  of  ongoing  personnel  management  whidi  relates 
rewards  and  penalties  to  the  quality  of  performance. 

Under  present  law  the  extent  of  the  Governor’s  appointing  power  va- 
ries among  departments.  In  some  agencies  the  appointing  power  is  lim- 
ited to  the  naming  of  the  Secretary  and  his  deputies,  while  bureau 
directors  are  under  the  classified  seiwice.  In  other  agencies,  such  as  the 
Governor’s  Office  of  Administration,  bureau  directors  are  appointed  by 
the  Governor. 

While  the  need  is  recognized  for  a comprehensive  merit  system  for 
the  professional  bureaucracy,  at  the  same  time  the  policy-making  powers 
of  the  politically  responsible  executive,  the  Governor,  must  also  be  guar- 
anteed. 

It  would  be  difficult  to  obtain  agreement  on  precisely  what  positions 
may  or  may  not  involve  high  level  “policy-making  responsibility”  in  any 
large  organization.  Bureau  directors  and  their  superiors  are  in  a posi- 
tion to  make  decisions  affecting  resource  allocations  having  a bearing 
upon  policy.  It  ^vould  therefore  appear  that  a Governor  should  have 
the  power  to  fill  positions  at  the  bureau  director  level  and  above  with 
those  sympathetic  to  his  policies  tvithout  the  recpiirement  of  competitive 
examination. 

In  making  the  following  recommendation  we  should  like  to  make  spe- 
cial note  of  the  fact  that  individuals  in  the  classified  service  may  be 
granted  leaves  of  absence  from  their  classified  position  to  accept  positions 
in  the  unclassified  service.  It  would  therefore  be  possible,  and  often 
desirable,  for  a classified  executive  to  serve  for  a )>eriod  of  time  in  a 
sub-cabinet  or  bureau  director  post  and  return  to  his  former  classified 
status.  Such  leaves  are  ordinarily  granted  for  a two-year  period  and  may 
be  renewed  for  additional  two-year  periods.  This  allows  the  executive 
in  the  classified  position  to  serve  as  a jrolitical  appointee  without  losing 
his  classified  status. 

Vigorous  and  resourceful  steps  are  recjuired  in  the  recruitment  of  the 
best  leadership  the  State  can  provide  for  filling  Cabinet  and  sub-Cabinet 
posts,  membership  on  boards  and  commissions,  and  other  top  positions 
filled  by  the  Governor  outside  the  formal  merit  system.  The  quality  of 
personnel  enlisted  for  these  crucial  positions  in  large  measure  determines 


tlie  quality  of  leadership  provided  by  each  new  State  administration  in 
formulating  and  carrying  through  major  policies  and  programs.  They 
set  the  tone  for  the  entire  government.  Inasmuch  as  there  are  two  or 
three  hundred  such  positions,  the  task  of  filling  them  is  a substantial 
personnel  job. 

What  is  proposed  is  more  formal  recognition  of  this  special  personnel 
function  and  strengthening  of  the  procedure  by  the  Governor  for  iden- 
tifying, evaluating,  negotiating,  and  appointing  persons  to  these  key 
political  and  policy  positions.  This  work  entails  a thorough  search 
among  State  political,  business,  labor,  professional,  and  community  or- 
ganization circles  for  persons  with  the  leadership  capabilities,  executive 
competencies,  policy  concerns,  and  public  sensitivities  required  for  these 
top-level  positions.  The  challenge  to  any  governor  is  to  put  together 
a leadership  team  representing  many  backgrounds,  concerns,  and  capa- 
bilities. 

6.  Expand  the  merit  system  to  cover  all  positions  in  every  State  agency 
under  the  Governor’s  jurisdiction  except  that  the  Governors 
appointment  authority  should  include  bureau  director  and  sub- 
Cabinet  level  positions  as  well  as  Cabinet  positions  throughout 
the  agencies  under  his  jurisdiction. 

PERSONNEL  ADMINISTRATION  IN  THE  DEPARTMENTS 

Most  personnel  management  tasks  must  be  performed  within  indi- 
vidual departments  and  agencies.  No  matter  how  well  the  central  per- 
sonnel tasks  are  performed,  the  quality  of  persons  recruited  and  the 
effectiveness  with  which  persons  are  developed,  supervised,  and  disci- 
plined, depends  largely  upon  the  initiative  of  department  heads,  the 
stature  of  their  departmental  personnel  officers,  and  the  capability  of 
supervisors  at  each  operating  level,  both  at  Harrisburg  and  in  the  field. 

Pennsylvania  lags  in  the  development  of  departmental  personnel  pro- 
grams and  in  the  appointment  of  highly  trained  and  experienced  per- 
sonnel officers  to  assist  the  department  head  and  other  officers  in  carrying 
forward  progressive  personnel  programs.  Thus  a major  focus  of  Com- 
monwealth personnel  objectives  should  be  to  strengthen  the  personnel 
programs  of  each  department. 

Both  government  and  major  business  enterprises  have  found  better 
management  and  personnel  practices  develop  when  there  is  substantial 
decentralization  of  jrersonnel  activities  from  the  central  personnel  agency 
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to  the  oj^erating  departments  and  establishments.  Thus,  with  respect 
to  each  major  personnel  activity— classification,  recruitment,  promotion, 
and  training— agreement  must  be  reached  between  the  central  personnel 
agency  and  the  department  as  to  how  these  activities  will  be  conducted. 
Responsibility  and  authority  for  specific  personnel  tasks  should  be  dele- 
gated to  the  agencies  as  rapidly  as  they  demonstrate  competence  to  carry 
them  out  effectively.  Such  delegations  can  always  be  retracted  if  a de- 
partment is  found  derelict  in  its  performance. 

For  example,  the  recruitment  and  appointment  of  highest  quality 
personnel  is  a function  to  be  shared  between  the  central  personnel 
agency  and  the  operating  department.  For  positions  which  are  common 
throughout  the  government  service,  central  recruitment  and  the  devel- 
opment of  State-wide  eligible  registers  is  desirable.  However,  spe- 
cialized, professional  and  technical  personnel,  such  as  physicians,  public 
welfare  specialists,  agronomists,  highway  engineers,  the  departments 
immediately  concerned,  are  in  closest  touch  with  the  universities,  pro- 
fessional associations,  and  other  sources  of  supply.  The  central  agency 
may  turn  up  prospects  and  approve  standards,  but  the  professional  staff 
of  the  departments  arc  often  in  better  }X)sition  to  identify  and  enlist 
the  interest  of  qualified  prospects.  Thus  the  responsibility  for  evaluating 
relative  qualification  of  recruited  applicants  can  often  best  be  carried 
out  by  the  department  if  it  is  organized  appropriately  to  do  this.  Obvi- 
ously it  must  fulfill  general  standards  and  procedure  defined  by  the 
central  personnel  organization. 

Tasks  like  staff  development,  evaluation  of  performance,  and  initia- 
tion of  salary  increases  and  other  awards,  primary  initiative  obviously 
rests  with  the  department.  The  central  organization  shoidd  have  as  a 
major  objective  the  fostering  of  effective  departmental  personnel  man- 
agement and  the  training  of  all  administrators  and  supervisors  in  mana- 
gerial skills.  Effective  management  is  in  large  measure  a matter  of 
effective  supervision  and  training  of  people. 

7.  The  department  or  agency  head  should  he  charged  by  the  Governor 
with  implementation  of  a progressive  personnel  program. 

S.  Establish  a personnel  officer  of  stature  within  each  department  and 
major  agency  to  aid  in  the  development  and  effectuation  of  such 
a program. 

9.  Delegate  more  personnel  functions  to  the  department  as  rapidly  as  they 
demonstrate  competence  to  carry  out  such  functions. 
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10.  A.s  a prhicipaJ  task,  the  proposed  Central  Personnel  Organitation 
should  foster  efjeriii>e  personnel  operations  within  the  executive 
agencies. 

O 


MANPOWER  PLANNING  AND  DEVELOPMENT 

Manpower  planning  and  development  is  the  foundation  for  an  effec- 
tive personnel  system  for  the  Gommonwealth  of  Pennsylvania.  The 
traditional  method  of  state  civil  service  systems  has  been  to  announce 
examinations  and  to  screen  applicants  to  fill  vacant  positions.  The 
Commonwealth  has  known  virtually  nothing  about  the  caliber  and  ca- 
pabilities of  its  professional,  administrative  and  technical  personnel. 

In  the  absence  of  projections  of  future  personnel  requirements,  on 
the  one  hand,  and  an  analysis  of  present  State  personnel  competencies 
and  external  sources  of  siqrply,  on  the  other,  the  recruitment  and  pro- 
motion of  personnel  has  been  on  a fragmented,  job-to-job  basis. 

Manpower  planning  is  concerned  with  determining  the  kinds  of  func- 
tions to  be  carried  out  over  future  jreriods  of  time,  the  positions  required 
to  jierform  these  functions,  the  (jualifications  of  persons  needed  in  filling 
these  positions,  and  the  taking  of  essential  steps  to  assure  that  qualified 
people  are  licing  developed  and  ivill  be  available  at  the  time  and  place 
needed.  As  amplification  of  this  subject,  the  Commission  endorses  the 
proposals  submitted  by  Dr.  Donald  C.  Stone,  Dean  Emeritus,  Graduate 
School  of  Public  and  International  Affairs.  University  of  Pittsburgh, 
which  are  found  in  the  Appendix. 

The  development  of  carefully  analyzetl  and  evaluated  projections  of 
personnel  requirements  provides  the  basis  for  current  and  future  re- 
cruitment efforts.  It  enables  the  central  personnel  organization  and  the 
departments  to  establish  recruitment  policies  and  schedules  on  a pro- 
grammed basis.  It  provides  the  information  essential  for  determining  the 
kind  and  scope  of  training  and  development  of  employes  best  suited  for 
present  and  future  responsibilities.  It  enables  the  identification  of  dem- 
onstrated and  potential  competence  of  individuals  for  the  purpose  of 
fulfilling  manpower  retpiirements  throughout  the  entire  service. 

With  an  effective  system  of  manpower  planning,  the  State,  for  the 
first  time,  will  be  in  a position  to  determine  the  fields  and  character 
of  educational  programs  that  will  be  needed  to  produce  adequate  per- 
sonnel resources  at  the  time  required.  Conversely,  the  system  will  fur- 
nish universities,  schools,  technical  institutes  and  other  educational 


organizations  with  knowledge  about  the  future  market  for  personnel 
and  thus  provide  the  ingredients  for  both  State-wide  and  individual 
institutional  educational  planning. 

To  carry  out  the  comprehensive  manpower  planning  program,  the 
Governor  recently  created  a Manpower  Planning  Division  in  the  Per- 
sonnel Bureau  under  the  Secretary  of  Administration.  Thus,  the  State 
has  already  launched  development  of  a Manpower  Planning  and  Devel- 
opment System. 

The  first  step  in  developing  the  system,  namely  an  executive  manpower 
inventory,  was  started  more  than  a year  ago.  This  is  the  executive  in- 
ventory covering  administrative,  professional  and  technical  personnel. 
It  is  patterned  after  the  Federal  civil  service  inventory  but  with  a num- 
ber of  added  features.  In  addition  to  being  an  element  in  a Manpower 
Planning  and  Development  .System,  it  is  designed  as  a tool  in  (1)  plan- 
ning management  resources,  (2)  in  the  acquisition,  utilization,  and 
development  of  personnel,  (3)  in  the  reassignment  and  promotion  of 
employes.  To  this  end,  the  inventory  includes  a schedule  of  24  principal 
areas  of  management  for  training  and  placement  purposes. 

In  relating  manpower  planning  to  the  new  Planning,  Programming, 
Budgeting  System  project,  a factual  basis  is  provided  for  manpower  bud- 
geting. The  system  will  enable  the  quantification  of  manpower  needs, 
availabilities,  and  deficits  over  a five-year  time-frame,  with  a precise 
manpower  plan  for  the  forthcoming  budget  year.  This  will  enable 
development  and  initiation  of  a recruitment  program  long  in  advance 
of  appropriations. 

11.  Expand  and  accelerate  the  Manpower  Planni)tg  and  Development 

System  for  the  continuimg  assessment  of  professional,  technical, 
and  administrative  personnel  requirements  in  all  agencies  so  that 
recruitment  and  develop7nent  activities  can  be  geared  toward 
providing  an  effective  xvork  force  when  and  where  required. 

12.  Provide  necessary  expert  staff  on  a permanent  basis  to  carry  out 

this  function  as  a part  of  the  previously  recommended  Central 
Personnel  Organization. 


13.  Define  the  role  of  departments  in  the  implementation  of  the 
system. 
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H.  Universities,  school  systems,  and  other  educational  institutions 
should  be  brought  mto  partnership  to  assure  that  an  adequate 
supply  of  the  various  categories  of  personnel  xoHl  be  available  to 
meet  anticipated  requirements. 


EMPLOYE  BENEFITS 
Annual  Vacation  Leave 

Annual  leave  is  granted  in  days  at  the  rate  of  three  times  the  num- 
ber of  days  in  the  normal  rvork  week  (usually  15) . As  long  as  the  em- 
ploye is  in  compensable  status  for  10  or  more  days  in  the  calendar  month, 
he  earns  leave  at  the  rate  of  II/4  days  for  that  month.  Annual  leave  days 
may  be  accumulated  to  a maximum  of  the  amount  earned  in  two  years 
(thirty) ; the  accumulation  not  used  upon  termination  is  paid  in  a 
lump  sum. 

Annual  leave,  as  set  forth  in  the  Administrative  Code  at  present,  has 
one  major  weakness.  Employes  with  one  year  of  service  earn  as  much 
leave  as  the  long-service  employe.  It  is  costly— $33.0  million  annually  or 
5.5  per  cent  of  the  payroll.  This  is  somewhat  higher  than  industry’s  4.2 
per  cent,  but  not  alarmingly  so. 

Many  employes  feel  that  leave  costs  should  not  be  compared  to  pay- 
roll costs  because  it  comes  out  of  salary,  and  salary'  must  be  paid  whether 
or  not  work  is  performed.  What  they  fail  to  realize  is  that  the  more 
absenteeism  due  to  leave,  the  greater  number  of  employes  needed.  By 
lowering  leave  costs  (less  days  off) , payroll  costs  are  also  lowered. 

Lowering  the  days  of  leave  earned  during  the  first  years  of  employ- 
ment is  no  real  hardship.  Other  employers  are  not  so  generous  as  the 
Commonweal  th. 

With  thirteen  paid  holidays,  days  off  would  total  a minimum  of  18 
annually  for  even  the  newest  employes.  One  of  the  poorest  images  of 
Commonwealth  employes  concerns  leave  and  holidays.  An  improvement 
would  be  effected  in  the  employe  image  and  the  fiscal  picture  improved 
by  revising  the  amount  of  leave  earned. 

Turnover  also  is  greater  among  short-service  employes.  With  the 
payment  for  accumulation  to  terminating  employes,  annual  leave  is 
probably  more  expensive  than  herein  estimated;  i.e.,  annual  leave  bud- 
geting is  based  on  present  salaries  but  with  accumulation  privileges  is 
payable  at  the  higher  salary  rates  of  the  future. 
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15.  A new  leave-earning  schedule  is  proposed  to  reward  long-sen>ice 
employes  as  folloxvs: 


Days  of  Leave 


Years  of  Seh-vice 


5 

10 

15 

20 


up  to  1 

1-7 

8-19 

20  and  over 


Holidays 

The  General  Assembh  has  provided  the  following  thirteen  paid  holi- 
days for  salaried  Commonwealth  employes: 

New  Year’s  Day 
Lincoln’s  Birthday 
Washington’s  Birthday 
Good  Friday 
Memorial  Day 
Flag  Day 

Independence  Day 
Labor  Day 
Columbus  Day 
General  Election  Day 
Veterans’  Day 
Thanksgiving 
Christmas 

If  a holiday  falls  on  Sunday,  it  is  observed  the  following  Mondav. 

The  Governor  may  declare  additional  holidays,  and,  in  the  past,  the 
day  after  Thanksgiving,  Primary  Election  Day  and  the  religious  holidays 
for  members  of  the  Jewish  and  other  faiths  have  been  permitted. 

16.  It  is  suggested  that  the  Governor  not  declare  holidays  in  addition 
to  the  15  designated  by  statute  with  the  exception  of  Primaiy 
Election  Day.  Employes  should  use  axrnual  leax’e  in  lieu  of  other 
days  off. 

Hospitalization  and  Medical-Surgical  Insurance 

The  Commonwealth  provides  a voluntary  contributory  hospitalization 
and  medical-surgical  insurance  plan.  Approximately  60,000  employes 
and  annuitants  have  elected  coverage.  The  State  provides  |5.00  per 
month  toward  the  premium.  This  means  that  $.8.0  million  is  budgeted, 
or  0.5  per  cent  of  the  payroll. 
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.\l  the  present  time,  Blue  Cross  and  Blue  Shield  underwrite  the  cover- 
age; and  a major  medical  program  is  also  included.  The  Blue  Cross 
portion  is  120-day  coverage,  semi-private  care,  anesthetic  and  diagnostic, 
and  emergency  out-patient  care.  Blue  Shield  has  an  “A”  and  “B”  plan. 
“A”  costs  less  and  returns  less;  “B”  costs  more  but  returns  more.  Both 
provide  the  same  type  coverage,  only  the  amount  of  coverage  differs. 
Major  medical  coverage  includes  80  per  cent  of  the  remaining  medical 
bills  after  $100  deductible,  including  prescription  drugs,  office  visits,  and 
private  duty  nursing  care  for  a lifetime  maximum  of  $25,000. 

A 65-Special  program  including  major  medical  benefits  supplements 
Medicare  for  our  employes  over  age  65.  Employes  may  take  their  pro- 
gram into  retirement.  If  their  Commonwealth  annuity  is  sufficient,  the 
premium  may  be  deducted  from  their  monthly  check.  Both  employes 
in  the  65-Special  program  and  annuitants  benefit  from  the  monthly 
Commonwealth  contribution  of  $5.00. 

At  the  present  time  State  employes  have  one  of  the  best  programs 
available.  The  program  has  improved  over  the  past  years.  With  the 
improvements  the  costs  have  risen  accordingly.  Full  family  benefits  in 
the  Pittsburgh  area  counties  notv  cost  $316.32  ($26.36  monthly.)  This  is 
steep  for  our  many  employes  whose  net  bi-weekly  salary  checks  are  below 
$100.00.  These  are  the  employes  who  cannot  afford  to  be  without  pro- 
tection. But  with  the  family  responsibilities  they  hold,  it  is  impossible 
for  them  to  allocate  $26  each  month  to  health  insurance. 

The  past  several  changes  to  the  Blue  Cross  and  Blue  Shield  programs 
have  added  benefits  for  the  few,  such  as  parents  of  college  students  over 
age  19;  parents  of  dependent  disabled  children  over  age  19;  major 
medical  limitations  from  $10,000  to  $25,000,  and  maternity  waiting 
period  from  9 to  8 months.  These  increased  the  cost  of  the  program  but 
did  not  benefit  most  of  the  employes  covered. 

What  would  truly  benefit  woidd  be  a stabilization  of  benefits  and  an 
increase  in  Commonwealth  contributions.  Very  few  employers  contribute 
as  little  as  does  the  Commonwealth.  It  is  not  uncommon  for  an  employer 
to  contribute  the  entire  amount. 

77.  The  Hospitalization  and  Medical-Surgical  Insurance  program  is 
more  than  adequate  as  well  as  competitive  at  present,  hut  it  is 
recommended  that  the  Commoyiwealth  continue  to  increase  its 
contributions. 
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Sick  Leave 

Sick  leave  is  earned  at  the  same  rate  and  in  the  same  manner  as  annual 
leave,  but  90  days  of  sick  leave  may  be  accumulated.  Unlike  annual 
leave,  which  was  designed  for  rest  and  relaxation,  sick  leave  is  to  be 
used  for  sickness  or  death  in  the  family. 

It  is  estimated  that  sick  leave  costs  S33.0  million  annually  or  5.5  per 
cent  of  the  payroll,  but  exact  statistics  are  not  available,  however. 
Industry  averages  0.8  per  cent. 

Of  all  benefits  offered  to  Commonwealth  employes,  sick  leave  is  the 
most  misunderstood  and  the  most  abused.  How  many  thousand  em- 
ployes are  overheard  to  say  “I  earned  my  sick  leave  so  I am  going  to 
take  it.”  Several  agencies  report  short-ser\ ice  employes  as  the  worst 
offenders.  Others  note  that  once  employes  accumulate  the  90-day  maxi- 
mum, sick  leave  increases.  Still  others  report  that  sick  leave  use  or 
abuse  varies  with  the  individual  supervisor  and  his  control. 

In  no  case  shoidd  accumulated  sick  benefits  or  any  part  of  them  be 
paid  at  the  time  of  retirement  as  is  suggested  by  proposed  legislation. 
Payments  undermine  the  purpose  of  the  benefits.  The  whole  success  of 
such  a benefit  lies  in  the  compliance  with  its  intent  by  all  employes.  It 
is  easy  to  see  that  by  curbing  abuse  benefits  can  be  increased  for  those 
who  need  them.  Much  of  industry  permits  limited  or  no  sick  leave 
Ixjuefits,  especially  to  the  wage  sector.  Commonwealth  generosity  in 
[troviding  benefits  when  there  is  illness,  (piarantine  or  family  death  can 
continue  only  if  the  educational  measures  prove  successful  in  curbing 
abuse. 

A final  thought— retirement  at  age  135  will  cut  sick  leave  because  lengthy 
illnesses  tend  to  occur  later  in  life. 

IS.  A 71  e/uploye  ediicalio)i  progi'ar/i  and  sharper  managerial  coiitrol  of 
sick  leave  is  strongly  reco/n/iiended . ]Vhen  the  costs  arc  i/77proved, 
long-terrn  heiiefits  (disability  be7iepts)  should  the)i  be  co77sidered. 

Sick  boiepts  should  cover  o7ily  illness  to  the  employe,  quarantiyie, 
and  death  in  the  fariyily.  Coiisideration  should  be  given  to  a )iew 
schedule  for  the  earniiyg  and  accumulation  of  sick  benefits. 

Life  Insurance 

On  July  31,  1968  a group  life  insurance  program  was  enacted  for 
Commonwealth  employes  with  implementation  scheduled  for  Februai7 
1,  1969.  Each  insured  employe  is  covered  to  the  nearest  .‘JlfXlO  of  his 


annual  salary,  with  a minimum  policy  ot  $2500  and  a maximum  one  of 
$20,000.  d'he  amount  of  insurance  coverage  for  employes  age  65  and 
over  is  one-half  the  amount  provided  by  his  salary.  Deductions  will  be 
decreased  accordingly. 

Employes  who  terminate  or  retire  have  the  privilege  of  converting  their 
insurance  to  whole  life  at  the  time  of  termination.  Proof  of  insurability 
is  not  rcc}uired  at  conversion.  .\11  employes  in  permanent  positions  with 
three  months  of  .sendee  are  auiomatically  insured  unless  they  specifically 
indicate  in  writing  that  they  do  not  tvant  the  insurance. 

Ihe  insurance  costs  the  employe  20  cents  bi-weekly  per  .$1,000  of 
coverage.  I'his  is  the  maximum  permitted  under  the  present  Act.  In 
addition,  the  Commonwealth  pays  approximately  one-half  of  the  total 
premium.  It  is  estimated  that  the  Commonwealth  will  pay  $4.2  million 
annually  for  the  program,  or  .7  pet  cent  of  the  salary  budget. 

79.  Jt  is  recommended  that  the  Commonioealth  provide  insured  death 
benefits  at  no  cost  to  its  employes.  Also,  it  is  suggested  that  op- 
tional supplemental  benefits  be  provided  with  employes  paying 
whatever  extra  costs  are  involved. 


Mand.vtorv  Reiirement  A(;e 

d'he  study  of  several  of  tlie  benefits  revealed  that  part  of  the  costs  were 
probably  higher  than  industry’s  because  of  the  large  numliers  of  older 
employes  on  the  payroll.  The  average  age  of  the  employe  group  is  45. 
The  Commonwealth  has  2,588  employes  over  age  65,  of  which  835  are 
over  age  70  and  52  are  over  age  80.  It  ivas  found  that  for  the  most  part 
no  regard  to  age  or  physic:al  condition  is  made  during  the  hiring  process 
or  subsequent  evaluation  procedures.  There  is  no  mandatory  retirement 
age,  except  in  a few  law  enforcement  areas— State  Police,  Game  Commis- 
sion, Fish  Commission. 

Workmen’s  Compensation  is  one  benefit  which  the  Commonwealth 
must  pay  extra  for  its  older  employes.  It  is  known  that  older  employes 
are  in  a high-risk  group. 

Under  the  present  retirement  system,  employes  may  retire  with  full 
benefits.  Since  there  is  no  required  number  of  years  of  service,  an  imme- 
diate burden  is  placed  on  the  system  when  any  employe  reaches  60,  or  is 
older  than  60  ivhen  hired.  Life  insurance  premiums  or  self-insurance 
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costs  must  necessarily  be  higher  when  there  are  older  employes  on  the 
payroll.  Sick  benefits  costs  are  also  higher;  older  persons  are  more  prone 
to  have  lengthy,  serious  illnesses. 

Industry  has  found  it  advantageous  to  require  retirement  at  specified 
ages  in  order  to  ensure  full  physical  and  mental  alertness  and  energy  on 
the  assigned  job.  With  the  Common\\'ealth’s  generous  retirement  pro- 
gram and  Social  Security,  this  should  pose  no  major  hardship  to  the 
employes  involved. 

20.  Age  65  is  recommended  for  mandatory  retirement  until  provision 
(or  Executive  Board  extension  to  age  70. 

Retirement  Program 

The  State  Employes  Retirement  System  is  a contributory  program 
whereby  the  employe’s  contributions,  based  on  age  at  time  of  employ- 
ment and  sex,  are  deducted  from  his  paycheck.  Interest  at  the  rate  of 
4 per  cent  is  applied  to  the  account. 

If  the  employe  continues  Commonwealth  employment  until  he  reaches 
60  years  of  age  or  25  years  of  service,  a State’s  share  and  an  equalizing 
share  are  added  to  his  account  and  he  receives  an  annuity  for  the  rest 
of  his  life.  Certain  other  options  are  also  available. 

If,  however,  he  leaves  State  service  prior  to  the  eligibility  for  retire- 
ment benefits,  he  may  elect  to  withdraw  his  contributions  and  interest, 
but  not  State’s  share,  upon  application. 

Several  other  benefits  may  also  accrue  to  members.  If  an  employe 
becomes  disabled,  is  under  60  years  of  age,  and  has  60  months  of  service, 
he  may  apply  for  disability  benefits.  The  beneficiary  of  an  employe  age 
60  or  who  has  ten  years  of  service  at  death  receives  the  value  of  the 
employe’s  account  as  though  the  employe  retired  the  day  prior  to  his 
death. 

Benefits  under  a single  life  annuity  approximately  ecjual  the  average 
annual  salary  for  the  employe’s  five  highest  years  multiplied  by  the  years 
of  service  multiplied  by  two  percent  (very  generous  as  compared  to 
industry’s  one  per  cent) . If  an  employe  at  retirement  is  not  yet  60  but 
has  25  years  of  service  the  annuity  is  reduced  by  a factor  based  on  his 
age.  The  employe  may  also  choose  another  of  the  several  options  which 
will  provide  a reduced  lifetime  income  for  him  and  possibly  income  for 
his  beneficiary.  Some  employes  receive  annuities  which  are  also  reduced 
by  a Social  Security  offset  if  they  have  not  paid  this  amount  prior  to 
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retirement.  Described  above  is  tlie  basic  retirement  program.  This  pro- 
gram includes  some  105,(lb()  employes  and  costs  the  Commonwealth 
approximately  $43.8  million  annually.  There  are  some  13,000  annuitants. 

On  july  31,  1968,  Senate  Bill  1295  was  signed  after  it  was  passed  by  the 
General  Assembly.  The  Joint  State  Government  Commission  worked 
with  the  Retirement  Board’s  actuarial  firm  to  design  the  Irill.  One  of 
ihe  largest  benefits  provided  cost-of-living  increases  to  about  8000  annui- 
tants. Funding  will  now  extend  over  a thirty-year  period  as  contrasted 
to  ten  years  formerly.  There  were  improvements  to  the  retirement  pro- 
gram which  may  benefit  most  members  of  the  system.  Included  are  pro- 
visions for  vesting  after  ten  years  of  service,  improved  disability  benefits, 
liberalizatioir  of  retirement  options,  and  a lower  base  contribution  rate. 

The  package  increases  the  budget  $12.2  million  even  though  some  of 
the  costs  will  be  borne  by  the  improved  funding.  The  total  allocation 
to  the  Retirement  Board  now  etptals  $56  million. 

The  Commonwealth  does  have  an  excellent  retirement  program.  Re- 
tirement costs  industry  4.0  per  cent  and  other  benefits  like  the  above 
cost  another  2.1  per  cent  for  a total  of  6.1  per  cent.  This  compares  to 
(he  Commonwealth’s  9.3  ])cr  ccnl  for  letirement. 

The  additional  $12.2  million  re(piired  this  year  for  new  benefits  would 
have  paid  for  Blue  Cross  and  Blue  Shield  for  present  subscribers  or 
group  life  insurame  of  twice  the  salary  of  all  employes  at  no  cost  to  the 
employe  group. 

Just  how  valuable  as  compared  to  the  possible  improvements  of  other 
Commonwealth  benefits  the  increased  benefits  will  prove  to  our  present 
employes  is  moot  at  this  time.  Those  employes  whose  rates  of  contribu- 
tions are  less  than  five  ])er  cent  and  who  will  never  earn  the  Social 
Security  maximum  taxable  base  income  cannot  benefit  except  by  vesting 
or  through  one  of  the  options.  Employes  whose  rates  of  contributions 
are  greater  than  five  per  cent  and  who  will  not  earn  the  Social  Security 
maximum  taxable  base  income  will  see  only  ;i  minimum  change  in  their 
net  salary  if  they  voted  for  S.S.I. 

Social  Security  Integration  can  benefit  some  9,000  Commonwealth 
employes  whose  annual  income  exceeds  the  Social  Security  maximum 
taxable  base.  However,  the  net  earnings  are  likely  to  deaease.  T he 
retirement  rate  decreases  to  five  per  cent  but  ten  per  cent  must  be  con- 
tributed on  any  income  earned  over  $7800. 
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Due  to  high  turnover  in  early  years  of  eniijloyment  and  relative  wage 
levels  provided  new  employes,  it  is  suggested  that  retirement  contribu- 
tions and  plan  participation  be  optional  lor  the  first  three  years.  In 
addition  to  increasing  “take-home”  pay  during  this  period,  it  will  de- 
crease avoidable  administratir’c  costs  for  those  employes  rvho  leave  rvork 
before  completing  three  years  of  service. 

.21.  It  is  rccomtnendcd  that  no  additional  benefits  be  added  to  the  re- 
tirement program  except  cost-of-living  increases  to  annuitants  and 
beneficiaries  when  deemed  necessary.  Further,  neic  employes 
should  be  given  the  option  of  joining  the  system  during  the  first 
three  years  of  employment. 

\VoRKME.\’S  COMPENSATIO.N 

'Fhe  State  Workmen’s  Insuiancc  Fund  is  the  carrier  for  the  w(jrkmcn’s 
compensation  program  of  the  Commonwealth.  The  cost  is  approximately 
.i?3  million  or  0.5  per  cent  of  payroll  and  benefits  paid  out  annually  are 
about  .S2  million.  State  ^Vorkmen’s  Insurance  Fund  o|)erates  solely 
from  premiums. 

The  rate  of  return  per  dollar  sjrent  is  limited  which  probably  indicates 
that  the  Commonwealth  subsidizes  part  of  the  other  non-State  groups 
who  also  use  S.W.I.F.  as  a carrier.  Even  with  the  poor  rate  of  return, 
our  percentage  of  payroll  is  less  than  U.S.  industry. 

Private  insurance  carrier  representatives  claim  that  our  method  of 
insurance  is  undoubtcdlv  less  costly  than  using  a private  carrier.  Statis- 
tics may  bear  this  out— private  industries  typically  use  a private  carrier 
and  their  payroll  costs  are  higher.  ^Vhat  the  statistics  do  not  reveal  is 
the  truly  poor  claim  service  by  S.W.I.F. 

22.  It  is  recommended  that  the  operation  of  the  State  Workmen’s  In- 
surance Fund  and  the  Commonivcalth’s  participation  be  studied 
in  depth  by  the  Administration  with  objective  of  providing  the 
best  possible  insurance  and  claim  service  at  the  least  possible 
cost.  Alternatives  for  improving  the  present  system,  using  a private 
insurance  carrier  and  self  insurance,  should  be  considered. 

CIVIL  SERVICE  ACT 
Basis  of  Authority 

The  Civil  Service  Act  grants  considerable  authority  to  the  Civil  Ser- 
vice Commission  members.  As  a result  of  this,  decisions  regarding  mat- 
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ters  of  a routine  nature  must  be  plated  before  Commission  members 
before  appropriate  action  can  be  taken.  This  frequently  delays  the  con- 
sideration of  applicants  until  the  monthly  meeting  is  held. 

23.  Amend  Section  507  of  the  Civil  Sendee  Act  to: 

(a)  Fully  invest  jnanagerial  antliority  in  the  administrative  posi- 
tion responsible  for  the  day-to-day  routine  functions  of  the 
Civil  Service  Co)nmission’s  processes. 

(b)  The  Civil  Service  Commission  be  designated  a reviewing  body 
limited  to  investigating  and  hearing  appeals  relating  to  any 
infractions  of  merit  system  principles. 

Rule  of  Three— Emi’i  ov.ment  I.ists 

Section  601  of  the  Civil  Servit  e Act  specilies  that  the  Executive  Director 
shall  issue  a certified  list  to  an  appointing  authority  upon  his  request  to 
fill  a vacancy.  The  three  eligibles  with  the  highest  scores  on  the  examina- 
tion are  certified  to  the  appointing  authority  so  that  he  may  have  an 
opporttinity  to  choose  among  tltem  in  filling  the  position.  This  rule  of 
three  reverts  back  to  the  principle  of  limiting  the  appointing  authority’s 
choice  so  that  “[)olilical  influence”  will  not  be  exercised  in  the  choosing 
of  an  applicant  to  fill  a position. 

Innumerable  diflicidties  have  arisen  through  the  use  of  the  rule  of 
three  since  modern  society  has  produced  so  many  specializations  within 
classifications  of  positions  used  by  the  Commonwealth.  That  our  Gov- 
ernment employment  system  recognizes  this  fact  is  exemplified  by  the 
many  parenthetical  “specialties"  used  in  the  classification  plan.  Further- 
more, in  government  employment,  there  are  many  positions  which  can 
only  be  filled  by  applicants  who  exhibit  certain  leadership  abilities  and 
attitudes  and  who  are  very  adept  at  public-contact  work. 

It  generally  is  recognized  that  a written  examination  cannot  differen- 
tiate the  potential  of  prospective  employes  to  the  extent  that  a few  points 
difference  will  draw  a line  of  distinction  between  good  and  poor  per- 
formance. If  a manager  must  choose  from  the  top  three  in  filling  his 
position,  he  frequently  has  no  real  choice  but  may  in  fact  be  forced  into 
employing  the  best  of  three  poor  alternates. 

2d.  Amend  Section  601  of  the  Civil  Service  Act  to: 

(a)  Specify  that  a rtiinimujn  of  five  applicants  be  certified  on  a 
list  to  an  appointing  authority  for  each  vacancy  to  he  filled, 
allowing  an  appointing  authority  greater  flexibility  in  choos- 
ing employes. 
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(b)  Establish  that  an  “incomplete  list”  xaould  be  a list  with  less 
than  five  certiped  applicants. 

(c)  That  all  eligibles  on  the  Civil  Sewice  list  having  a score  within 
five  points  of  the  top  applicant  be  certifed  to  the  appointing 
authority. 

Rule  of  Three— Promotion  Lists 

Promotion  lists  presently  are  differentiated  from  employment  lists  in 
that  the  promotion  list  does  not  include  veterans  preterence,  consisting 
only  of  employes  who,  at  the  time  they  took  the  examination,  had  proba- 
tionary or  permanent  Civil  Service  status. 

There  is  a very  distinct  difference  between  the  candidate  on  employ- 
ment and  promotion  lists  that  is  not  recognized  by  the  Civil  Service  Act. 
A supervisor  who  is  filling  a vacancy  has  either  a personal  knowledge  of 
the  working  capabilities  and  potential  of  the  candidates  on  promotion 
lists,  or  he  has  sources  readily  available  through  which  he  can  obtain 
this  information. 

Such  information  can,  of  course,  only  be  accurate  if  the  eligible  on  the 
promotion  list  is  working  in  the  same  class  series  or  a similar  type  of 
work. 

25.  Amend  Sections  501,  601  and  602  of  the  Civil  Sendee  Act  to  allow 
supervisors  to  choose  any  of  the  eligibles  on  a Civil  Service  pro- 
motion list. 

Citizenship  and  Residence 

Article  V of  the  Civil  .Serviie  Act  requires  that  applicants  for  Civil 
Service  examinations  must  be  from  specific  administrative  districts,  resi- 
dents of  Pennsylvania,  and  citizens  of  the  United  Slates  unless  otherwise 
declared  by  the  Executive  Director  of  the  Commission  in  accordance 
with  the  request  from  an  appointing  authority  justifying  the  removal  of 
these  requirements.  Requirements  of  this  type  were  frequently  placed  in 
Civil  Service  regulations  at  one  time  as  a carry-over  from  the  patronage 
system.  Candidates  were  required  not  only  to  be  Pennsylvanians  but  also 
were  considered  within  specific  localities  within  the  State. 

This  concept  has  become  outmoded  in  our  current  mobile  society. 
Specialization  of  talent,  a market  of  readily  accessible  employment,  and 
ease  of  transportation  now  require  that  the  Commonwealth  consider  all 
applicants  available  in  an  effort  to  find  the  most  qualified  to  fill  a public- 
service  position. 
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By-proilucts  ol  .Vriidc  V are  employment  ami  promotion  eligible  lists, 
which  first  include  in  rank  order  the  names  of  all  applicants  from  within 
the  administrative  district  tvho  may  be  considered  for  a vacancy,  and 
afterwards,  on  a separate  listing,  provide  the  names  of  applicants  from 
other  administrative  districts  that  will  be  certified  after  the  “home-town 
boys”  have  had  a chance  at  obtaining  the  position.  This  practice  negates 
the  principle  of  providing  an  open-career  service  within  the  Common- 
wealth and  allowing  the  supervisors  to  choose  the  best-(|nalified  applicant. 

26.  .4 mend  Article  V of  the  Civil  Service  Act  by  deleting  the  citizeyiship, 
Peunsyh'ania  residency'  and  administrative  district  residency 
requirements. 


CLASSIFICATION  AND  CO.MPENSATION 
.Solving  Internal  Salary  Inequities 

The  greatest  compression  in  Commonwealth  salaries  appears  in  top 
executive,  managerial  and  professional  positions  because  of  statutory 
ceilings.  Studies  show  that,  on  a basis  ol  internal  equity  as  well  as  out- 
side comparisons,  the  salaries  of  the  Governor,  Secretaries  of  Depart- 
ments and  other  key  positions  are  far  too  low.  As  a result,  this 
compression  impairs  salary  levels  down  into  middle  management  posi- 
tions, creates  serious  internal  salary  inequities  and  makes  a rational  and 
ecpiitable  salary  administration  plan  impossible. 

Since  it  generally  is  accepted  that  the  elimination  of  internal  salary 
inecjuities  is  more  important  to  employe  motivation  and  morale  than 
the  relationships  of  salaries  to  those  of  other  employers,  it  is  recom- 
mended that  primary  emphasis  be  given  to  resolving  internal  inet|uities 
before  attempting  to  make  the  entire  salary  structure  competitive  rvith 
the  salary  structure  ol  other  jurisdictions.  The  proper  use  of  the  “Guide 
Chart-Profile”  system,  under  development  at  pre.sent  by  the  Office  of 
Administration,  should  provide  a better  method  for  dealing  with  in- 
ternal salary  inecpiities.  An  examination  of  the  areas  where  compression 
problems  are  obvious  should  indicate  the  present  relationship  of  actual 
salaries  to  job  values  and  provide  a basis  for  a planned  program  of 
remedial  action.  In  addition,  it  should  be  usefid  in  determining  the 
extent  of  this  problem  to  determine  overall  recommendations. 

A certain  percentage  of  the  funds  approved  for  salary  increases  should 
be  reserved  for  the  resolution  of  internal  salary  inequities.  By  applying 
a certain  percentage  of  funds  to  resolve  salary  inequities,  and,  at  the 
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same  time,  eliminating  the  compressions  in  the  present  salary  structure, 
the  problems  involving  salary  inequities  can  be  resolved  over  a period 
of  time. 

27.  Remove  existing  legislated  executive  salary  limits  and  adjust  in 

accordance  with  a pay  plan  based  on  evaluated  worth  of  these 
positions. 

28.  A certain  percentage  of  any  funds  to  be  used  for  a general  increase 

should  be  appropriated  for  the  resolution  of  internal  salary 
inequities. 

29.  Consideration  should  be  given  to  the  development  of  a plan  to 

consolidate  overlapping  position  levels  and  pay  rates  by  better 
job  design  and  proper  organizational  and  reporting  relationships. 

30.  Consideration  should  be  given  to  establishing  a special  commission 

every  four  years  to  examine  and  make  recommendations  concern- 
ing pay  scales  for  top  political  and  career  executive  positions, 
including  the  Governor. 

Development  of  a Competitive  Salary  Structure 

Although  the  Office  of  Administration  conducts  salary  surveys  and 
receives  salary  data  from  other  jurisdictions  on  a periodic  basis  which 
reflect  the  need  for  adjustments  to  remain  in  a competitive  position. 
Commonwealth  pay  ranges  are  generally  believed  to  be  out  of  line. 

This  is  primarily  caused  by  the  inability  of  State  pay  ranges  and  sal- 
aries to  be  adjusted  on  an  equitable  and  timely  basis  to  remain  con- 
sistent with  the  salary  movement  taking  place  in  the  standards  which 
have  been  adopted  for  comparison  purposes. 

Although  several  general  increases  have  been  passed  within  the  past 
few  years,  due  to  the  time  required  to  obtain  approval,  changes  have 
occurred  in  the  general  labor  market  and  Commonwealth  salaries  remain 
behind  competitive  salary  levels. 

In  addition,  since  pay  range  and  salary  adjustments  have  not  been 
readily  responsive  to  labor  market  changes,  extensive  adjustments  are 
normally  required  to  bring  them  in  line,  often  causing  problems  with 
the  financing  of  the  increases. 
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If  the  Comnioinvealth  is  to  remain  in  a competitive  position  with 
regard  to  salaries,  the  leadership  in  the  executive  and  legislative  branches 
must  place  a high  priority  on  new  legislation  and  policies  for  improved 
salary  administration  or  suffer  the  consequences  in  a lack  of  employe 
morale,  motivation  and  productivity. 

31.  The  Office  of  Administration  should  develop  appropriate  standards 

for  comparison  purposes  and  apply  the  Guide  Chart  Profile  sys- 
tem on  a State-wide  basis  to  assure  that  the  salary  structure  changes 
sought  by  the  administration  have  acceptable  validity. 

32.  Selective  salary  surveys  by  the  Office  of  Administration  should  com- 

pare Commonivealth  salaries  for  benchmark  positions  xvitli  salaries 
paid  for  similar  positions  in  other  jurisdictions  which  have  been 
adopted  as  the  standards  of  comparison  for  this  purpose  by  the 
Commonwealth  of  Pennsylvania. 

33.  A method  of  adjusting  salary  structure  and  pay  ranges  for  the  Corn- 

momvealth  should  be  developed,  based  on  findings  in  Recommen- 
dation 32  above.  Such  adjustments  should  reflect  appropriate 
consideration  of  livings  costs  variations  and  changes  in  the  com- 
petitive levels  of  salary  structures,  as  well  as  the  rale  of  progress 
planned  to  reach  salary  goals  which  have  been  determined  and 
approved  for  the  Commonivealth. 


Administration  of  the  Ci.assification  Plan 

Currently,  due  to  the  day-to-day  demands  to  deal  with  classification 
problems,  the  Bureau  of  Personnel  in  the  Office  of  Administration  cannot 
devote  the  necessary  attention  required  to  adec[uately  maintain  the  clas- 
sification plan.  As  a result,  many  class  specifications  included  in  the 
Commonwealth’s  classification  plan  are  outdated  and  inconsistent  with 
current  employment  requirements  and  changes  in  programs,  work 
methods  and  related  factors  which  influence  position  classification. 

By  requiring  a greater  sense  of  urgency  and  providing  adequate  trained 
manpower  on  the  central  staff,  and  by  continuing  and  expanding  the 
decentralization  of  classification  authority  to  the  operating  agencies,  the 
Office  of  Administration  should  be  able  to  concentrate  on  the  main- 
tenance and  development  of  the  overall  classification  plan. 


. An  adequate  post-audit  program  tvill  provide  the  means  of  determin- 
ing whether  the  operating  agency  can  effectiveiv  administer  this 
authority.  If  not,  the  decentralized  authority  for  position  classification 
should  be  withdrawn  by  the  central  agency  until  the  progiam  can  be 
effectively  administered. 

Since  a major  problem  associated  with  any  position  classification  sys- 
tem was  found  to  be  and  will  continue  to  be  the  maintenance  of  the 
classification  plan  on  a current  basis,  the  Office  of  Administration  should 
be  adequately  staffed  with  highly  qualified  position  analysts  who  can 
give  the  required  leadership,  initiative  and  innovation  in  effective  use 
of  the  classification  system. 

34.  The  Office  of  Administration  should  devote  more  emphasis  to  the 

maintenance  of  the  classification  plan. 

35.  Responsibility  for  position  classification  should  be  decentralized,  as 

much  as  possible  to  the  operating  agencies  under  the  sinveillance 
and  control  of  the  Office  of  Administration. 

36.  Greater  support  should  be  provided  the  Bureau  of  Personnel  in  the 

Office  of  Administration  to  develop  a highly  trained  aiid  knowl- 
edgeable staff  capable  of  providing  the  required  leadership  in 
position  classif cation  and  pay  administration. 

Pay  Increases  in  Recognition  of  Performance 

The  present  system  of  granting  meritorious  increases  is  primarily 
dependent  on  time-in-grade,  rather  than  performance,  due  to  the  un- 
willingness of  supervisory  and  management  personnel  to  withhold  salaiw 
increases  for  unacceptable  performance.  As  a result,  the  system  docs 
not  motivate  outstanding  performance  and  discriminates  between  the 
highly  qualified  and  competent  employes  who  produce  a high  standard 
of  work  and  those  whose  performance  is  only  acceptable  or  undeserving 
of  additional  compensation. 

Provisions  for  within-grade  increases,  up  to  a certain  level  of  each  pay 
range,  should  be  considered  for  all  employes  who  have  been  rated  by 
their  supendsors,  after  appropriate  review,  as  having  provided  satisfac- 
tory service.  As  a result,  all  employes  who  have  performed  work  of  credit- 
able quality  and  whose  performance  warrants  recognition  and 
encouragement  would  receive  standard  periodic  pay  increases  for  that 
portion  of  the  salary  range  which  is  to  be  reserved  for  such  performance. 


Another  fund  could  be  progiaiumed  to  provide  additional  within 
grade  increases  in  recognition  of  high  quality  performance  above  that 
normally  expected  from  employes  in  the  position.  Under  this  provision, 
the  policy  and  procedures  devised  should  provide  a definite  means  for 
supervisors  to  evaluate  exceptional  performance,  and  to  recommend  for 
review  and  approval,  the  award  of  special  increases  where  the  quality 
and  output  of  work  or  other  appropriate  evidence  warrants.  In  this  way, 
outstanding  employes  would  be  encouraged  and  retained  in  the  service 
and  incentives  would  be  provided  for  performance  beyond  that  which 
is  merely  acceptable. 

To  administer  the  system,  a special  analysis  and  report  in  justification 
of  the  increase  can  be  instituted.  In  addition,  the  utilization  of  these 
increases  only  for  outstanding  performance  should  help  alleviate  the 
inequities  caused  by  overlapping  pay  rates. 

The  jray  plan  should  also  provide  that  the  periodic  pay  increases, 
based  on  satisfactory  performance  be  withheld  from  individuals  whose 
performance  is  unsatisfactory  until  their  performance  reaches  an  accept- 
able level.  If  it  does  not  reach  that  level,  they  should  be  separated.  Any 
system  that  fails  to  cast  up  a small  jrercentage  of  employes  in  this  cate- 
gory lellects  either  a faihire  in  the  system  or  inadecjuate  supervisors. 
Therefore,  a target  percentage  of  individuals  denied  salary  increases 
could  be  established  as  a means  to  develop  the  administrative  rules  for 
tins  end  of  the  spectrum.  recommendation  for  implementing  the 
(hanges  in  the  application  of  these  suggestions  is  to  maintain  the  present 
top  step  of  each  pay  range  as  the  limit  of  progression  for  satisfactory 
performance.  Any  new  steps  added  in  the  future,  as  a result  of  structure 
clianges,  could  be  reserved  for  outstanding  performance.  Eventually,  as 
the  present  top  step  moves  down  in  the  range,  the  limit  of  progression 
for  satisfactory  performance  could  be  reduced  to  a desirable  level. 

57.  Develop  a compensation  plan  to  provide  for  several  xvithin-gradc 
salary  increases  up  to  a certain  level,  based  on  satisfactory  per- 
formance; and  additional  withimgrade  increases  be  granted  only 
on  the  basis  of  outstanding  performance. 
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The  Recommendations 


ORGANIZATION  FOR  DATA  PROCESSING  AND  TELECOMMUNICATIONS 

1.  We  recommend  that  the  responsibility  for  the  planning,  coordination,  and 
staff  control  of  the  entire  data  processing  and  telecommunications  func- 
tions be  combined  and  centralized  under  the  Bureau  of  Management 
Information  Systems  in  the  Office  of  Administration. 

2.  Using  present  data  processing  equipment  and  telecommunications  facili- 
ties as  a base,  the  Commonwealth  should  work  toward  the  establishment 
of  a computer  based  telecomputer  network  capable  of  furnishing  data 
processing  and  communication  services  to  all  agencies  and  departments. 
Strategically  located  data  processing  centers  should  be  established  under 
the  supervision  of  the  Bureau  of  Management  Information  Systems  to  pro- 
vide computer  services  on  a time  sharing  basis  to  those  agencies  and  de- 
partments unable  to  justify  their  own  stand-alone  equipment.  Agencies 
and  departments  will  have  access  to  the  data  processing  centers  through 
their  own  input,  output  communication  terminals  which  will  be  linked  to 
the  data  processing  centers  via  the  Commonwealth's  own  telecommuni- 
cation network. 

3.  The  Bureau  of  Management  Information  Systems  should  develop  the  sys- 
tems design  concepts  such  as  data  base,  data  standards,  programming 
language,  applications,  etc.  that  are  necessary  to  establish  a totally  inte- 
grated management  information  system  for  the  Commonwealth.  The 
capital  required  for  the  data  processing  equipment  should  be  included 
in  the  capital  budget  in  accordance  with  the  procedures  recommended 
by  this  Committee  in  IV.  Capital  Improvements,  Planning,  and  Budgeting. 

4.  The  data  processing  equipment  should  be  procured  by  the  Department  of 
Property  and  Supplies  in  accordance  with  the  procedures  recommended 
in  I.  Procurement.  In  acquiring  the  data  processing  equipment,  the  Depart- 
ment of  Property  and  Supplies  should  exploit  the  potential  savings  avail- 
able through  the  use  of  third  party  leasing  arrangements. 

5.  The  data  processing  operating  net  cost  should  be  budgeted  in  the  Office 
of  Administration  rather  than  the  Department  of  Property  and  Supplies, 
as  is  presently  the  case.  Agencies  and  departments  will  receive  charges 
at  cost  from  the  Office  of  Administration  on  the  basis  of  the  data  proces- 
sing services  rendered. 
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6.  Establish  central  responsibility  under  the  Bureau  of  Management  Informa- 
tion Systems  for  the  planning,  management,  and  control  of  the  entire 
telecommunications  function.  Telephone  company  representatives  should 
be  a part  of  this  activity,  but  not  responsible  for  it. 

7.  All  independent  teletype  networks  and  teletype  requirements  should  be 
carefully  evaluated  to  determine  the  feasibility  of  establishing  a single 
integrated  computer-controlled  facility,  to  be  planned  by  and  operated 
under  the  jurisdiction  of  the  Bureau  of  Management  Information  Systems. 

8.  A study  should  be  made  of  the  Turnpike  Authority's  private  microwave 
facility.  This  could  be  an  economical  source  for  obtaining  high-speed 
data  circuits  between  east  and  west  locations  of  the  State.  Of  particular 
interest  is  the  potential  offered  through  the  new  inter-connect  tariffs  recently 
announced  by  the  Bell  System  which  may  permit  private  facilities  (micro- 
wave)  to  connect  to  Bell  System  facilities. 

9.  A beginning  should  be  made  toward  integrating  all  data  communication 
operations,  including  time  sharing,  with  the  existing  Telpak  facilities.  Par- 
ticular emphasis  should  be  directed  at  the  possibility  of  using  Common 
Control  Switching  Arrangement  (CCSA)  in  the  off  hours  and  as  an  alternate 
voice-high  speed  data  facility.  Special  attention  and  planning  should  be 
given  to  the  requirements  of  the  State  Colleges  in  this  area. 

10.  Cost  reporting  and  control  should  be  organized  so  that  accurate  records 
of  total  communication  dollars  being  spent  are  maintained. 

11.  CCSA  operation  should  be  carefully  analyzed  and  evaluated  with  particu- 
lar emphasis  on: 

(a)  Costs  increase  as  a better  grade  of  service  is  provided.  The 
Commonwealth— not  the  telephone  company— should  determine 
the  grade  of  service  it  requires— and  can  afford. 

(b)  Periodic  and  regular  reviews  should  be  made  with  the  telephone 
company  of  the  engineering  results  for  the  CCSA  operation. 
Again,  the  emphasis  is  on  circuit  requirements  as  these  vitally 
affect  costs. 

(c)  The  CCSA  sample  should  be  reviewed  periodically.  The  sam- 
ple identifies  usage  and  is  a valuable  indicator  of  potential 
misuse.  The  sample  for  the  Commonwealth  can  be  particularly 
valuable  as  a large  portion  of  their  telephone  users  are  served 
with  Centrex  C.O.,  which  permits  CCSA  calls  to  be  traced  back 
directly  to  the  individual  station  user. 
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12.  The  State  Telecommunications  Management  should  stay  abreast  of  regula- 
tory and  legislative  developments  affecting  communication  and  data 
activities.  Full  advantage  should  be  taken  of  special  sharing  privileges 
afforded  Municipal,  State,  and  Federal  Governments.  Contacts  should  be 
established  with  other  State  telecommunications  groups  as  well  as  pro- 
fessional communications  organizations,  so  as  to  take  advantage  of  new 
kfeas  in  the  field. 

PROCESSING  OF  VENDORS'  PAYMENTS  AND  EMPLOYES' 

EXPENSE  ACCOUNTS 

13.  Modify  the  verification  of  vendors'  invoices  procedures  regarding  inspection. 

14.  Raise  the  limit  on  field  limited  purchase  orders  from  $100  to  $200  for  the 
purchase  of  materials  and  supplies. 

15.  Retain  all  copies  of  field  limited  purchase  orders,  at  least  those  involving 
sums  up  to  $200,  at  the  issuing  location  until  vendors'  invoices  are  re- 
ceived. Transmit  the  orders  at  the  same  time  the  applicable  invoices  are 
transmitted  for  payment. 

16.  Retain  all  copies  of  miscellaneous  orders  for  perishable  food  stuff  at  the 
originating  point  until  the  invoice  is  received,  regardless  of  the  dollar 
amount  involved. 

17.  Require  that  all  vendors'  invoices  possible  be  vouchered  and  transmitted 
at  the  end  of  each  week.  Investigate  invoices  on  hand  for  one  week  for 
which  receiving  reports  have  not  been  submitted. 

18.  Arrange  to  detect  and  give  attention  to  situations  that  result  in  delays  in 
processing  vendors'  invoices. 

19.  Change  the  present  requirements  so  that  bids  are  required  for  all  pur- 
chases of  supplies  and  materials  over  $50  rather  than  the  present  $10 
amount. 

20.  Prepare  regulations  to  make  the  use  of  advancement  accounts  more 
uniform,  and  at  least  in  some  locations,  more  liberal. 

21.  Forward  the  original  of  the  voucher  transmittal  to  the  Auditor  General's 
Office  immediately  upon  completion  of  the  agency  pre-audit.  Use  the 
duplicate  copies  to  accommodate  the  agency  accounting  requirements. 

22.  Correct  obvious  errors  on  voucher  transmittals  in  the  Agency,  process  the 
papers  for  payment  and  notify  the  originating  unit  of  the  changes  made. 
Handle  disputes  as  separate  matters  without  delaying  payment  of  the 
total  arrrount  due. 
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23.  Questions  involving  minor  amounts  of  $2  or  less  on  vendors'  payments 
should  not  be  cause  for  rejecting  or  delaying  payment.  The  cost  of  extra 
paper  handling  more  than  offsets  any  possible  gain. 

24.  Appoint  a task  force  to  establish  an  efficient  and  well  controlled  system 
that  is  ready  to  operate  if  the  Auditor  General's  Office  is  no  longer 
involved  in  the  pre-audit  function,  as  prescribed  by  the  new  Constitution. 

25.  Amend  the  Administrative  Code,  Section  216,  to  permit  per  diem  sub- 
sistence allowance  for  travel  expenses. 

26.  Record  some  of  the  basic  expense  account  regulations  on  the  expense 
account  form. 

27.  Require  that  all  expense  accounts  possible  be  vouchered  and  transmitted 
by  the  end  of  each  week.  Investigate  those  on  hand  for  a week  for 
v/hich  vouchers  have  not  been  transmitted. 

28.  Adopt  a more  business-like  review  of  expense  accounts  before  they  are 
returned  to  the  originating  unit  because  of  minor  rule  infractions  to 
determine  whether  such  action  is  really  warranted. 

29.  Questions  involving  minor  amounts  of  $2  or  less  on  expense  accounts 
should  not  be  cause  for  rejecting  or  delaying  payment.  The  cost  of  extra 
paper  handling  more  than  offsets  any  possible  gain. 

30.  Correct  any  obvious  errors  on  expense  accounts  in  the  agency,  process 
the  papers  for  payment  and  notify  the  originating  unit  of  the  changes 
made.  Handle  disputes  as  a separate  matter  without  delaying  payment 
of  the  total  amount  due. 

31.  Authorize  the  field  offices  to  settle  small  expense  accounts  in  "cash." 

32.  Establish  procedures  so  that  cash  can  be  conveniently  advanced  for  travel 
expenses,  and  revise  the  expense  account  regulations  to  modify  the 
restrictive  language. 

STATE  INSURANCE  FUND  AND  INSURANCE  PURCHASING 

33.  Provisions  of  the  Act  of  September  28,  1965,  P.L.  553,  should  be  amended 
to  apply  to  all  Commonwealth  agencies.  Presently  it  applies  only  to 
agencies  under  the  Governor's  jurisdiction.  It  requires  that  the  Depart- 
ment of  Property  and  Supplies  "shall  receive,  at  least  once  every  two 
fiscal  years,  a survey  of  all  buildings,  equipment,  land,  improvements 
connected  with  and  comprising  each  State  institution."  Such  reports  are 
essential  not  only  for  planning  and  budgeting  but  also  for  the  appraisal 
of  insurable  risk.  Appropriate  funding  of  this  function  also  is  recom- 
mended. 
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34.  When  initial  surveys  are  completed,  departments,  agencies,  and  institu- 
tions should  maintain  perpetual  inventories  from  which  valuations  for 
insurance  purposes  can  readily  be  made. 

35.  The  biennial  reports  should  include  not  only  estimates  of  the  value  of 
buildings,  equipment,  land,  and  improvements,  but  also  the  depreciated 
cost  of  major  items  of  equipment  not  integral  parts  of  buildings.  Inven- 
tories of  furniture,  supplies,  etc.,  should  be  valued  by  estimate. 

36.  A study  should  be  made  of  the  desirability  and  practicability  of  convert- 
ing the  State  Insurance  Fund  into  a true  self-insurance  fund,  with  excess- 
loss  reinsurance.  About  ten  states  have  been  operating  such  funds  with 
considerable  success  (e.g.,  Alabama,  Kentucky,  North  Carolina,  North 
Dakota,  South  Carolina,  and  Wisconsin.  North  Dakota  also  has  a very 
successful  Bonding  Fund.  Both  North  Dakota  funds  cover  also  political 
subdivision  and  school  districts.)  The  study  here  recommended  might  also 
include  bonding. 

37.  If  the  State  Insurance  Fund  is  retained  in  its  present  restricted  and  money- 
starved  basis,  claims  procedures  should  be  made  explicit  and  simplified. 
Small  claims  should  be  made  payable,  under  approved  standards  by  the 
Secretary  of  Property  and  Supplies.  Presently  the  payment  of  all  claims 
requires  the  advance  approval  of  the  Governor,  Auditor  General,  and 
State  Treasurer. 

38.  Uniform  practices  should  be  followed  by  all  Commonwealth  departments, 
agencies,  and  institutions,  whether  proprietary.  Special  Fund,  or  General 
Fund.  If  the  State  Insurance  Fund  is  retained,  all  Commonwealth  depart- 
ments, agencies,  and  institutions  should  be  allowed  to  qualify  for  coverage. 

39.  Written  procedures  should  be  prepared  and  kept  up-to-date  which  govern 
and  explain  how  insurance  matters  are  to  be  handled.  Presently,  there 
exists  no  conveniently  available  handbook. 

40.  For  Commonwealth  motor  vehicles,  bodily  injury  limits  of  liability  should 
be  increased  to  at  least  $250/500,000.  Property  damage  limits  for  State 
Police  cars  should  be  increased  to  $100,000  and  the  minimum  property 
damage  liability  for  any  vehicle  should  be  increased  to  $50,000. 

41.  It  is  recommended  that  consideration  be  given  to  the  feasibility  of  placing 
insurance  coverage  for  all  Commonwealth  vehicles  in  one  blanket  policy. 

42.  Consideration  should  be  given  to  the  separation  of  real  estate  and  insur- 
ance functions  in  the  Department  of  Property  and  Supplies  and  placing 
the  management  of  each  under  its  own  director. 
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MANAGEMENT  CONSULTING  CONTRACTS 

43.  When  contract  proposals  are  developed  the  operating  agency  should,  at 
an  early  stage,  submit  to  the  Office  of  Administration  review  copies  of 
those  proposals  which  relate  primarily  to  administrative  organization  and 
procedure.  When  other  contract  proposals  are  developed  the  Office  of 
Administration  should  play  the  limited  staff  role  of  providing  technical 
assistance  upon  request  of  the  operating  agency. 

44.  Guidelines  for  contract  format,  transmittal  and  bidding  should  be  pre- 
pared by  the  Office  of  Administration  in  cooperation  with  representatives 
of  operating  agencies.  A standard  consulting  contract,  worked  out  with 
the  Attorney  General,  is  suggested.  Circumstances  under  which  bidding 
can  be  proprietary  or  competitive  should  be  carefully  delineated  and 
examples  given. 

45.  Contract  pre-audits  should  be  made  through  the  agency  comptroller  for 
compliance  with  guidelines  and  for  the  availability  of  funds;  through  the 
Deputy  Attorney  General  for  legality;  and  through  the  Secretary  of  Ad- 
ministration for  readiness  for  the  Governor's  signature. 

46.  A standard  progression  or  routing  sheet,  with  a required  signature  check- 
off list,  should  accompany  each  contract.  The  routing  sheet  should  require 
dates  for  all  signatures  or  initials,  and  target  dates  for  action.  A log 
should  be  kept  in  the  Office  of  Administration  which  will  show  the  where- 
abouts and  status  of  each  contract  transmitted  to  that  office.  A log  clerk 
should  make  constant  checks  to  minimize  delays. 

47.  Suitable  forms  should  be  prepared  by  the  Office  of  Administration. 

48.  Reduce  the  number  of  official  signatures  required  to  activate  a contract 
to  the  following: 

Agency  Head 

Agency  Comptroller 

Agency  Deputy  Attorney  General 

Secretary  of  Administration  and  Budget  Secretary 

Governor 

49.  Require  that  a completed  copy  of  each  contract  and  consultant's  report 
be  filed  with  the  Secretary  of  Administration  to  be  used  by  his  staff  for 
information,  coordinating  activities,  evaluation,  and  assistance  with 
implementation. 

50.  As  personnel  availability  permits,  the  Office  of  Administration  should 
monitor  compliance  with  contracts  in  excess  of  $100,000. 


OFFICE  SPACE  PLANNING  AND  CONTROL 


51.  Responsibility  for  the  planning  and  allocation  of  space  needed  for  the 
performance  of  Commonwealth  functions  should  be  centered  in  the 
Office  of  Administration.  Close  liaison  should  be  maintained  with  the 
State  Planning  Board  and  other  agencies  charged  with  responsibility  for 
capital  programming  and  budgeting. 

52.  Responsibility  for  the  maintenance  and  procurement  of  space  through 
lease,  purchase,  or  construction  should  be  centered  in  the  Department  of 
Property  and  Supplies. 

53.  A detailed  five-year  and  a long  range  ten-year  space  plan  should  be 
developed  and  kept  up-to-date. 

54.  Consideration  should  be  given  to  decentralizing  operating  departments 
and  agencies  to  locations  outside  the  Harrisburg  area. 

55.  Capitol  grounds  and  buildings  should,  insofar  as  possible,  be  reserved 
for  top  executives,  the  legislature,  and  the  judiciary. 

56.  When  additional  space  is  required  consideration  should  first  be  given 
to  procuring  it  through  long-term  leases  rather  than  by  capital  expendi- 
tures. 

57.  The  personnel  charged  with  responsibility  for  space  planning,  allocation, 
and  procurement  should  be  placed  under  the  merit  system. 

58.  The  space  manual  should  be  kept  up-to-date  and  made  readily  available. 

59.  All  existing  laws,  rules,  regulations,  and  procedures  relating  to  space 
should  be  codified  and  kept  up-to-date. 

AUTOMOTIVE  FLEET  OPERATIONS 

60.  The  General  Fund  passenger  car  fleet  is  too  old  to  be  operated  economi- 
cally. This  has  been  brought  about  by  the  need  to  appropriate  general 
revenues  annually  for  the  purchase  of  cars  as  contrasted  with  the  special 
funds  where  annual  appropriations  are  not  needed.  Funds  should  be 
appropriated  to  the  Department  of  Property  and  Supplies  in  a sufficient 
amount  to  move  toward  reducing  the  age  of  the  fleet  markedly. 

61.  Cars  should  be  ordered  as  early  in  the  model  year  as  is  possible  and 
deliveries  should  be  scheduled  as  fast  as  practicable. 

62.  The  time  lapse  between  the  request  for  new  cars  and  delivery  of  the 
vehicles  must  be  shortened.  This  is  particularly  critical  in  the  case  of 
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State  Police  cars  where  some  vehicles  must  be  used  past  their  top  operat- 
ing condition  due  to  failure  to  receive  new  replacements  on  schedule. 
This  can  result  in  a hazard  to  the  police  and  the  public. 

63.  The  State's  agreements  with  commercial  concerns  for  maintenance  ser- 
vices should  be  renegotiated  each  year  to  insure  that  the  State  is  receiving 
the  best  possible  services  for  the  lowest  possible  prices. 

64.  The  Commonwealth  should  discontinue  stockpiling  tires  and  accessories. 
Firm  prices  should  be  obtained  annually  from  manufacturers  and  delivery 
taken  as  needed,  perhaps  by  use  of  credit  cards. 

65.  For  normal  maintenance  no  bids  should  be  required  provided  work  is 
done  by  concerns  referred  to  in  No.  63  (above).  Where  it  is  not  feasible 
to  utilize  those  under  agreement  and  for  those  services  other  than  normal 
maintenance,  two  bids  for  work  in  excess  of  $50.00  is  recommended.  All 
State  drivers  should  be  alerted  to  those  items  covered  by  warranties. 

66.  The  position  of  Director  of  the  Automotive  Bureau,  and  certain  positions 
under  his  direction,  particularly  the  automotive  inspectors,  should  be 
placed  under  Civil  Service. 

67.  Mileage  records  indicate  that  the  use  of  the  cars  in  the  Harrisburg  pool 
is  not  particularly  high.  A careful  study  should  be  made  to  determine 
if  the  pool  should  be  reduced  to  a more  efficient  number,  or  eliminated. 


The  Problems 


A Task  Force  for  Administrative  Services  was  assigned  the  problem  of 
determining  which  of  the  many  functions  of  State  government  it  should 
examine  other  than  those  concerned  with  capital  expenditures,  personnel 
management  or  procurement.  It  directed  its  attention  to  the  following 
areas; 

1.  Data  Processing  and  Telecommunications 

2.  Processing  of  Vendors’  Payments  and  Employes’  Expense 
Accounts 

3.  State  Insurance  Fund  and  Insurance  Purchasing 

4.  Management  Consulting  Contracts 

5.  Office  Space  Planning  and  Control 

6.  Automotive  Fleet  Operations 

Expert  consultants  were  secured  and  assigned  to  work  on  each  of  the 
above,  most  of  them  coming  from  private  industry  where  competition 
enforces  an  upgrading  of  efficiency  in  order  to  survive.  Since  the  profit 
motive  does  not  exist  in  government,  it  was  felt  desirable  to  avail  our- 
selves of  this  help  from  industry  despite  the  differences  which,  due  to 
many  circumstances,  exist  in  government.  A considerable  amount  of 
work  was  performed  by  the  consultants  both  in  Hanisburg  and  in  certain 
State  institutions  and  resulted  in  a number  of  recommended  changes 
and  improvements. 

In  the  areas  of  automotive  and  insurance  there  was  a certain  cross- 
over between  this  group  and  the  Procurement  Task  Force.  The  con- 
sultants of  both  task  forces,  where  necessarv',  met  and  conferred  regarding 
their  findings. 

The  consultants  worked  and  conferred  with  a considerable  number  of 
State  employes  in  their  examination  of  procedures,  ■without  whose  ex- 
cellent cooperation  it  would  have  been  most  difficult  to  achieve  the  results 
and  determine  the  recommendations  set  forth.  And  it  will,  of  course, 
require  the  cooperation  of  all  State  employes,  from  the  agency  head 
down,  to  implement  the  improvements  recommended. 

The  Committee  feels  that  implementation  of  the  recommendations 
set  forth  in  this  report  will  considerably  improve  State  services  and  lessen 
costs. 
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DATA  PROCESSING 


Prior  to  the  establisliment  of  the  Bureau  of  Maiuigeinent  Information 
Systems  in  April  1967,  computer  facilities  in  the  Commonwealth  evolved 
on  an  individual  jurisdictional  basis,  ^vdthout  central  planning  or  co- 
ordination. It  is  not  surprising  that  as  a result  seven  independent  and 
unrelated  computer  acti\iiies  had  developed  in  the  various  agencies  by 
1967,  not  including  those  at  the  State  (olleges.  Some  of  these  still  appear 
to  be  relatively  ineflic  iently  used  in  terms  of  the  number  of  scheduled 
shifts  and  the  load  hours  per  month. 

The  Director  ol  the  Buretiu  of  Management  Information  Systems  and 
his  staff  appear  to  be  highly  capable,  technically  and  admiidstratively, 
and  are  dedicated  to  the  task  of  pro|)crly  jdanning  and  coordinating  the 
growth  of  data  protessing  in  the  Commonwealth. 

The  report  by  the  Planning  Research  Corporation  entitled  PciinsyJ- 
nania  Ivteragevcy  Management  Information  Snpjjorl  System  (PIMISS) 
I’.as  been  reviewed.  The  result  of  a study  commissionetl  by  the  Bureau 
of  Management  Iidormation  Systems,  this  report  jnovides  a sound  basis 
for  the  coordination,  interconnection,  and  integration  of  the  Common- 
wealth’s information  processing  facilities  in  the  future. 

.\  number  of  administrative  directives  on  data  processing  were  re- 
viewed. One  in  particular,  Adndnisti  ative  Directive  No.  45,  issued 
Decendjer  18,  1968,  is  a very  comprehensive  document  concerning  the 
acc[uisition  of  .\utomatic  Data  Processing  ecpdpment.  It  appears  to 
establish  sufhcient  control  by  the  Bureau  of  Management  Information 
Systems  to  insure  against  unjustified  or  uncoordinated  proliferation  of 
computers  in  the  Commonwealth.  It  provides  criteria  for  making  a lease 
(from  manufacturer)  \s.  purchase  decision.  However,  it  does  not  treat 
of  various  other  lease  acepdsition  methods,  i.e.,  third-party  leasing,  espe- 
cially so-called  non-fidl-payout  leasing. 

To  compare  purchase  options  only  with  leasing  direct  from  the  manu- 
facturer is  ina|)pi  opriate  today.  .V  large  number  of  computer  leasing 
comjianies,  highly  competitive  with  each  other,  have  come  into  existence 
during  the  last  few  years.  Literally  dozens  of  such  companies  offer  Iea.ses 
at  from  10  to  50  per  cent  discount  from  suppliers’  one-shift  lease  rates 
on  commitments  of  from  one  to  five  years,  not  only  on  IBM  ecjuipment 
but  on  others  as  well.  Such  leases  offer  additional  savings  on  equipment 
used  for  more  than  one  shift  per  clay,  in  that  manufacturers  normally 
charge  overtime  rates  for  ecjuipment  used  in  excess  of  one  shift,  whereas 
third-party  lessors  do  not. 
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The  personnel  ol  the  Buretiu  ol  Management;  Inloimation  Systems 
I conveyed  the  impression  that  the  possibilities  o£  savings  through  such 
non-full-payout  leasing  arrangements  have  not  been  lully  explored  by 
( the  Commonwealth. 

I 7.  The  Committee  recommends  that  the  respoijsibility  for  the  planning, 
coordination,  and  staff  control  of  the  eyitire  data  processi7ig  and 
telecommunications  functions  be  combined  centralized  under 
the  Bureau  of  Management  Information  Syster^is  in  the  Office 
of  Administration. 

2.  Using  present  data  processing  equipment  and  telecommunications 

facilities  as  a base,  the  Commoyiwealth  should  work  toward  the 
establishment  of  a computer  based  telecomputer  network  capable 
! of  furnishing  data  processing  and  communication  services  to  all 

agencies  and  departments.  Strategically  located  data  processing 
centers  should  be  established  under  the  supervision  of  the  Bureau 
of  Management  Information  Systems  to  provide  computer  seimices 
on  a time  sharing  basis  to  those  agencies  and  departments  unable 
to  justify  their  own  stand-alone  equipment.  Agencies  a7id  depart- 
ments will  have  access  to  the  data  processing  centers  through  their 
own  input,  output  conmiunication  termmals  which  will  be  linked 
to  the  data  processing  ce77ters  via  the  Co7n77iomuealth’s  oion  tele- 
co77imunication  network. 

3.  The  Bureau  of  Ma7iage77ient  Information  Syste7ns  should  develop  the 

systems  design  co7icepts  such  as  data  base,  data  standards,  pro- 
gramming language,  applications,  etc.  that  are  necessary  to  estab- 
■■  lish  a totally  integrated  management  information  syste77i  for  the 

Commo7iwealth.  The  capital  required  for  the  data  processing 
i.  equipment  should  be  included  in  the  capital  budget  m accordance 

xuith  the  procedures  recomr7iended  by  this  Co77imittee  in  IV. 
Capital  Improvements  Bxidgeting  and  Expe7iditures. 

es 

ei  7.  The  data  processing  equipment  should  be  procured  by  the  Depart- 
lU  77ient  of  Property  and  Supplies  in  accordance  with  the  procedures 

lit  reco7n7nended  in  I.  Procure77ient.  hi  acquiring  data  processing 

11)'  equipme7it,  the  Departme7it  of  Property  and  Supplies  should 

® exploit  the  potential  savhigs  available  through  the  use  of  third 

party  leasing  arrange7nents. 


5.  The  data  processiiig  uperating  net  cost  should  be  budgeted  in  the 
Office  of  Ad7ninislration  rather  than  the  Department  of  Property 
and  Supplies,  as  is  presently  the  case.  Agencies  anrf  departments 
will  receive  charges  at  cost  from  the  Office  of  Administration  on 
the  basis  of  the  data  processing  services  rendered. 


TELECOMMUNlCATIOxNS 

An  initial  meeting  with  the  Director  ol  the  Bureau  oi  Management 
Inlormation  Systems  and  various  members  ot  his  staff  pointed  up  prob- 
lem areas  involving  lack  of  coordination,  integrated  planning,  and 
communication  between  the  data  processing  and  telecommunications 
functions. 

A subsequent  meeting  with  this  group  and  other  Commonwealth  rep- 
resentatives responsible  for  telecommunications,  and  the  Bell  System 
account  representatives  responsible  lor  servicing  the  State’s  telecommu- 
nications activities  was  an  informative,  fact-finding  session.  It  provided 
the  diverse  groups  involved  with  timely  and  significant  information 
regarding  capabilities  and  plans  with  which  they  share  a common  and 
vital  interest. 

The  investigation  did  not  include  visits  to  operating  locations,  evalua- 
Uon  of  costs  and  accounting  procedures,  or  detailed  analysis  of  job 
functions.  These  and  other  meetings  with  those  responsible  for  the  tele- 
communications function  form  the  basis  for  the  findings. 

I he  planning,  design,  engineering,  and  management  of  the  telecommu- 
nications function  was  coiulucted  primarily  by  Bell  Telephone  Com- 
pany of  Pennsylvania  account  representatives.  They  appear  to  be 
competent  professionals  dedicated  to  meeting  the  State’s  telecommunica- 
tions requirements  in  an  efficient  and  effective  manner.  They  coordinate 
the  activities  through  the  Department  of  Property  and  Supplies. 

There  ai'e  a number  of  separate  and  basically  independent  networks 
serving  the  diverse  communications  requirements  of  the  State: 

(a)  Justice  Department— a small  8-station  teletvpe  network. 

(b)  State  Police— a computer-controlled  Data  net  30  teletype  net- 
work of  165  stations. 

(c)  Civil  Defense— a manual  80-station  teletype  system  serving  the 
dual  function  of  administration  and  civil  defense  warning. 
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(cl)  Turnpike  Authority— a private  mi-crowave  system  used  for  radio, 
voice,  and  teletype. 

(e)  Licjuor  Control  Board— a small  6-station  teletype  network. 

(1)  Commonwealth  Telephone  Network— a dedicated  Common  Con- 
trol Switching  Arrangement  (CCSA)  system  serc  ing  15,000  State 
telephones. 

(g)  The  nucleus  of  a time-sharing  network  that  currently  is  growing 
in  a relatively  undirected  fashion. 

There  appears  to  be  fairly  good  control  of  telephone  facilities  procure- 
ment. ddiese  are  ordered  ilirough  Projrerty  and  Supplies.  The  netwoi  k 
operations  appear  to  be  autonomous.  Little  or  no  organized  control  is 
evident  in  the  rapidly  developing  data  communications  area. 

Costs  are  estimated  at  $5  to  56  million  per  yetir  by  the  telephone  com- 
pany representatives.  The  Commonwealth  representative  did  not  verify 
this. 

There  is  no  consulting  service  furnished  to  State  locations  except 
through  the  Bell  System. 

The  dedicated  CCSA  voice  network  is  designed  to  meet  the  intra- 
communications requirements  of  all  State  activities  and  provides  off- 
network  capabilities  to  Harrisburg  employes  only.  The  Telephone 
Company  representatives  indicate  that  full  advantage  is  being  taken  of 
Telpak  rate  structure  for  the  various  network  and  other  dedicated  line 
facilities. 

The  cost  of  the  CCSA  is  allocated  on  a Hat-rate  basis  (currently  $21 
per  telephone  user  per  month)  with  no  attempt  to  use  the  sample  to 
determine  usage.  Grade  of  service  is  excellent  and  in  most  cases  consid- 
erably better  than  most  industrial  network  CCSA’s. 

Telephone  company’s  planning  for  voice  requirements  appears  com- 
prehensive and  timely.  Little  or  no  planning  is  evident  for  the  transmis- 
sion of  data. 

(■).  Establish  central  respunsibility  under  the  Bureau  of  Maimgenient  In- 
formation Systems  for  the  planning,  management,  and  control  of 
the  entire  telecommunications  function.  Telephone  cornpany  rep- 
resentatiues  should  be  a part  of  this  activity,  but  not  responsible 
for  it. 


69 


7.  All  independent  teletype  networks  and  teletype  requirements  should 
be  carefully  evaluated  to  determine  the  feasibility  of  establishing 
a single  integrated  computer-controlled  facility,  to  be  planned  by 
and  operated  under  the  jurisdiction  of  the  Bureau  of  Management 
Information  Systems. 

S.  A study  should  be  made  of  the  Turnpike  Authority's  private  micro- 
wave  facility.  This  could  be  an  economical  source  for  obtaining 
high-speed  data  circuits  between  east  and  west  locations  of  the 
State.  Of  particular  interest  is  the  potential  offered  through  the 
new  inter-connect  tariffs  recently  announced  by  the  Bell  System 
which  may  permit  private  facilities  (microwave)  to  connect  to 
Bell  System  facilities. 

9.  .1  beginning  should  be  made  toward  i^itegrating  all  data  communica- 

tion operations,  including  time  sharing,  with  the  existing  Telpak 
facilities.  Particular  emphasis  should  be  directed  at  the  possibility 
of  using  Common  Control  Szoitching  Arrangement  (CCSA)  in  the 
off  hours  and  as  an  alternate  voice-high  speed  data  facility.  Spe- 
cial attention  and  planning  should  be  given  to  the  requirements 
of  the  State  Colleges  in  this  area. 

10.  Cost  reporting  and  control  should  be  organized  so  that  accurate  rec- 

ords of  total  communication  dollars  being  spent  are  maintained. 

11.  CCSA  operation  should  be  carefully  analyzed  and  evaluated  with 

particular  emphasis  on: 

(a)  Costs  increase  as  a better  grade  of  service  is  provided.  The 
Commonwealth— not  the  telephone  company— should  deter- 
mine the  grade  of  sewice  it  requires— and  can  afford. 

(b)  Periodic  and  regular  reviews  should  be  made  with  the  tele- 
phone company  of  the  engineering  results  for  the  CCSA  opera- 
tion. Again,  the  emphasis  is  on  circuit  requirements  as  these 
vitally  affect  costs. 

(c)  The  CCSA  sample  should  be  reviewed  periodically.  The  sam- 
ple identifies  usage  and  is  a valuable  indicator  of  potential 
misuse.  The  sample  for  the  Commonwealth  can  be  particu- 
larly valuable  as  a large  portion  of  their  telephone  users  are 
served  with  Centrex  C.O.,  which  permits  CCSA  calls  to  he 
traced  back  directly  to  the  individual  station  user. 


12.  The  State  Telecommunications  Management  should  stay  abreast  of 
regulatoiy  and  legislative  developments  affecting  communication 
and  data  activities.  Full  advantage  should  be  taken  of  special 
sharing  privileges  afforded  Municipal,  State,  and  Federal  Govern- 
ments. Contacts  should  be  established  until  other  State  telecom- 
munications groups  as  well  as  professional  communications 
organizations,  so  as  to  take  advantage  of  new  ideas  in  the  field. 
riic  recommendations  offered  by  the  Committee  concerning  data 
processing  and  telecommunications,  if  adopted,  will  provide  Common- 
wealth executives  with  timely,  accurate,  and  complete  information 
for  effective  decision  making  in  the  most  efficient  and  economical  man- 
ner. At  the  jtresent  time,  the  Commonwealth  is  receiving  many  benefits 
that  have  a value  considerably  in  excess  of  the  $15  to  $16  million  that 
is  being  spent  for  the  data  processing  and  telecommunications  functions. 
With  proper  planning  and  coordination  tlie  benefits  can  be  greatly  en- 
hanced Avithout  corresponding  increases  in  the  cost  of  these  functions. 
The  benefits  tvill  be  in  the  form  of  cost  savings,  costs  avoided,  and  in- 
creased services  to  the  citizens. 


PROCESSING  VENDOR  P.WMENTS 

Field  locations  receive  the  invoice,  verify  its  accuracy  and  verify  the 
receipt  of  the  material  or  service.  For  most  field  locations,  such  as  for  the 
Departments  of  Public  'Welfare  and  Education,  the  invoices  are  then 
grouped  into  voucher  transmittals  and  forwarded  to  the  agency  in  Har- 
risburg. For  the  Department  of  Highways,  the  field  location  prepares  a 
Commonwealth  invoice  devised  specifically  for  Department  needs.  The 
Commoncvealth  invoice  may  support  several  invoices  from  the  same 
vendor.  These  invoices  are  sent  to  the  agency  in  Harrisburg  cvhere  the 
vouchering  is  done. 

In  the  agency  office,  the  vouchers  are  pre-audited  for  accuracy,  processed 
through  Data  Processing  for  the  agency’s  internal  accounting  require- 
ments and  then  fonvarded  to  the  Auditor  General.  One  copy  of  the 
voucher  transmittal  is  filed  with  the  Agency. 

In  the  Auditor  Genei'al’s  Department,  the  voucher  transmittals  are 
again  audited  and  forwarded  to  the  Treasurer  for  another  audit.  If  in 
order,  they  are  returned  to  the  Auditor  General  for  preparation  of  the 
Avarrant  and  posting  to  the  spending  control  card.  They  are  then  sent 
to  the  Treasurer  for  preparation  of  the  check,  after  which  they  are  re- 
turned to  the  Auditor  General  for  posting  again  to  the  spending  control 
card  and  for  filing. 
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Expense  accounts  follow  basically  the  same  routing.  No  receipt  of 
material  is  involved  but  some  detailed  verification  of  spending  is  rec[uired 
to  assure  that  the  prescribed  Commonwealth  procedures  are  followed. 

\'^ouchers  prepared  in  the  1967-68  year  totaled  alxmt  117,000  and  checks 
written  totaled  5,700,000.  Probably  half  the  checks  covered  payrolls  but 
this  total  of  checks  utilizes  a relatively  few  number  of  vouchers.  Total 
checks  written  have  been  increasing  at  the  rate  of  about  10  per  cent  per 
year. 

The  Public  Welfare,  Education  and  Highway  Departments  account 
for  about  70  per  cent  of  the  100,000  plus  employes  on  the  State  payroll. 
Public  \Velfare  and  Education  together  accounted  for  about  75  per  cent 
of  General  Fund  spending  for  the  1967-68  period.  Our  reviews  were  con- 
centrated in  these  areas. 

Our  estimate  of  the  time  requirements  to  process  paper  through  the 
various  stages  of  this  system  indicates  that  the  following  is  probably 
typical.  Generally,  time  requirements  for  processing  expense  accounts  do 
not  appear  appreciably  different  from  the  time  required  to  process  vendor 
invoices. 


Highway 

* Invoice  date  to  voucher  date 
(Note— for  Highway  Depart- 
ment this  includes  pre-audit 
time  in  agency)  20 

Voucher  date  to  pre-audit  in 
agenq’  

Pre-audit  date  to  received  in 
A G Department  

Total— voucher  date  to  received 
in  A G Department  6. 

Received  in  A G Department  to 
forwarding  to  Trea.sury  for 
payment  o. 

Forwarding  to  Treasury  by  A (> 

Department  to  payment  due  4.5 


.33.5 


Public 
Welfare, 
A Few 
Others 


10 


Education 


40 


6.5 

7. 

13.5 

.3. 

4.5 


30 


51 


“ This  figure  is  probabb’  conser\atlve;  invoices  with  long  delays  in  vouchering  were  excluded 
from  our  reviews.  For  Education,  the  .State  Colleges  account  for  the  lengthy  time  lapse. 
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Inspectfon 

Many  items  that  are  purchased  must  be  passed  by  an  inspector  from 
the  Bureau  of  Standards  before  the  invoice  can  be  processed.  The  inspec- 
tor visits  various  locations  periodically,  generally  once  a week,  but  at 
times  there  are  interferences,  such  as  holidays,  tvhich  result  in  a greater 
time  span  between  visits.  Vendor  invoices  are  kept  on  hand  until  the 
inspector  arrives  to  prepare  his  report.  We  were  advised  that  quite  often 
this  is  a perfunctory  task  that  involves  transcribing  information  from  the 
regular  receiving  report  at  tlie  field  location. 

As  a general  rule,  we  feel  that  the  receiving  practices  at  the  field  loca- 
tion should  be  adequate  verification  to  approve  the  invoice  for  payment. 
Possibly  a larger  fixed  amount  could  be  established,  say  $1,000,  to  iden- 
tify those  particular  items  requiring  formal  inspection  by  the  Bureau  of 
Standards.  But  at  any  rate,  it  is  not  necessary  to  retain  the  invoice.  When 
the  inspector  makes  his  normal  visit  any  detected  irregularity  could  be 
reported  to  the  agency  for  deletion  of  that  particular  item  on  the  voucher. 
Even  under  the  most  ideal  processing  conditions,  ample  time  would  be 
available  to  do  this  before  pa\ment  is  made.  The  risk  would  be  verv 
limited  in  eliminating  this  element  of  delay.  However,  a change  in  the 
regulations  would  be  necessary  to  eliminate  the  inspector’s  report  as  a 
required  document  in  the  voucher  file. 

13.  The  Commonwealth  should  modify  the  verification  of  vendors’ 
invoices  procedures  regarding  inspection. 

Field  Limited  Purchase  Orders 

The  processing  of  the  field  limited  purchase  order  at  times  causes  delays 
in  seiwicing  the  vendors’  invoices.  This  order  is  prepared  at  the  field 
location  and  is  authority  to  purchase  contract  and  schedule  items,  sup- 
plies and  materials  not  exceeding  $100,  direct  purchase  of  clothing  not 
exceeding  $200,  items  from  the  Pennsylvania  Industries  for  the  Blind, 
and  laboratory  animals. 

The  purchase  order  is  a seven  part  form.  The  field  location  sends  the 
first  copy  directly  to  the  vendor;  copies  2,  3,  4 and  5 are  fonvarded  to  the 
agency  in  Harrisburg,  and  copies  6 and  7 are  retained  at  the  field  location 
in  a pending  file.  The  agency  copies  go  to  the  Comptroller;  he  retains 
his  number  2 copy  and  sends  copies  3,  4 and  5 to  the  agenev  Bureau  of 
Procurement.  If  approved,  the  Bureau  of  Procurement  stamps  the  copv 
number  3 "approved”  and  this  is  returned  to  the  requesting  unit.  Copies 
4.  and  5 are  forwarded  to  the  Department  of  Property  and  Supplies. 
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The  delay  in  processing  invoices  is  dne  lo  tlie  time  required  for  the 
approved  number  3 copy  to  l)e  received  by  the  field  location.  The  in- 
voice, which  may  be  received  from  the  vendor  while  the  purchase  order 
is  being  processed  in  Harrisburg,  must  be  held  up  for  payment  until  the 
number  3 copy  (Auditor  General’s  copy)  of  the  order  is  returned. 

AVe  pro}x>se  that  all  copies  of  the  field  limited  purchase  order,  at  least 
tliose  up  to  an  estimated  amount  of  say  .S200,  be  retained  at  the  issuing 
location  until  the  vendor’s  invoice  is  received.  All  copies  of  the  order 
Avould  be  processetl  along  ^vilh  the  invoice. 

This  proposal  may  be  (hallcnged  because  financial  commitments  arc 
not  recorded  in  the  records.  However,  the  procedure  followed  by  the 
Highways  Depaitment  is  somcnvhat  comparable  to  this  proposal  and  is 
reportedly  working  rvell. 

A laige  volume  of  Highway  jsurchasing  is  handled  on  what  is  calletl 
an  “emergency  purchase  request.’’  This  is  a very  informal  form  about 
the  si/e  of  a check  prepared  in  the  field  primarily  for  repair  work  on 
automobiles  aiid  ecjuipment.  I'he  department  Pre-Audit  Supervisor  es- 
timates that  70  per  cent  of  the  number  of  purchases  in  that  department 
are  handled  in  this  manner.  .Vs  a result,  they  are  not  back-logged  with 
filing  and  refiling  small  value  purchase  orders,  and  they  experience  no 
unusual  difficulties  as  far  as  their  financial  status  reports  are  concerned. 

I‘t.  The  Committee  recommends  raising  the  limit  on  field  limited  pur- 
chase orders  from  $100  to  $200  for  the  purchase  of  materials  and 
supplies,  a?2d 

15.  Retaining  all  copies  of  field  limited  purchase  orders,  at  least  those 
involving  sums  up  to  $200,  at  the  issuing  location  until  vendors’ 
invoices  are  received.  Transmit  the  orders  at  the  same  time  the 
applicable  invoices  are  transmitted  for  payment. 

AfiscELi.AM'OUs  Order  for  Perishable  Foodstuffs 

The  Commonwealth  also  uses  a miscellaneous  order  to  procure  cer- 
tain items  of  perishable  foodstuffs,  livestock  feed,  subscriptions  to  peri- 
odicals, textbooks,  etc.  For  certain  items,  the  original  copy  of  the 
purchase  order  can  be  mailed  directly  to  the  vendor  by  the  originating 
unit,  but  in  other  cases  the  vendor  copy  of  the  purchase  order  is  maileci 
by  the  agency  Bureau  of  Procurement.  For  the  purchases  of  perishable 
foodstuffs  the  order  is  mailed  to  the  vendor  by  the  field  office.  We  rec- 
ommend that  copies  of  these  orders  be  retained  at  the  originating  point 
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regaidless  ol  the  dollar  amoiuii  oniil  the  invoice  is  received.  \\  e were 
advised  titat  some  lood  vendors  have  refu.sed  to  submit  bids  because 
of  the  time  required  to  pay  the  invoice,  and  the  delay  is  attributed  to 
failure  to  timely  process  the  purchase  order  in  Harrisburg. 

16.  All  copies  of  tniscellajieous  orders  for  perishable  food  stuff  should 

he  retained  at  the  originating  point  until  the  invoice  is  received, 
regardless  of  the  dollar  amount  involved. 

Number  of  Entries  on  a Voucher 

There  may  be  a tendency  to  delay  vouthering  in  order  to  hold  down 
the  number  of  voucher  transmittals  prepared.  This  form,  tvith  double 
spacing,  will  conveniently  accommodate  20  entries,  and  many  that  we 
looked  at  were  completely  filled  or  nearly  so.  It  may  be  advisable  to 
require  that  all  invoices  possible  should  be  vouchered  at  the  end  of 
each  week,  and  that  at  the  same  time,  any  invoices  on  hand  for  one 
week  for  which  receiving  reports  have  not  yet  been  submitted  should  be 
investigated. 

17.  Require  that  all  vendors’  invoices  possible  be  vouchered  and  trans- 

mitted at  the  end  of  each  week.  Investigate  invoices  on  hand  for 
one  week  for  which  receiving  reports  have  not  been  submitted. 

\V'^ORKLOAD  AT  CERTAIN  FiELD  LoC.VTIONS 

Field  units  may  fall  behind  in  processing  invoices  because  they  are 
unable  to  keep  up  with  the  workload  for  one  reason  or  another.  The 
appropriate  agency  in  Harrisburg  should  be  geared  to  detect  and  give 
attention  to  these  situations.  The  average  age  of  a backlog  of  60  in- 
voices at  one  location  was  62  days. 

IS.  Procedures  should  be  established  to  detect  and  give  attention  to 
situations  that  result  in  delays  in  processing  vendors’  invoices. 

Bids 

Requirements  for  receiving  bids  should  be  more  lenient.  At  present 
bids  are  required  for  all  purchases  of  supplies  and  materials  over  $10. 
19.  Change  the  present  requirements  so  that  bids  are  required  for  all 
purchases  and  materials  over  $50  rather  than  the  present  $10 
amount. 

C.vsH  Disbursements 

Uncertainty  exists  regarding  authority  to  settle  small  amounts  in  cash. 
At  one  location,  the  maximum  authorized  was  thought  to  be  $2.  Regu- 
lations should  be  prepared  to  make  the  use  of  advancement  accounts 
more  uniform  and  possibly  more  liberal. 


20.  Make  the  use  of  udvaneemeut  aceo^ints  more  uniform,  and  at  lea^l 

in  some  locations,  more  liberal. 

Delay  in  Forwarding  Vouchers  for  rAYMENi 

After  the  agency  pre-audit  is  completed,  the  original  of  the  voucher 
transmittal  is  filed  until  the  copy  of  the  voucher  transmittal  has  been 
processed  to  satisfy  accounting  leipiirements.  The  original  is  then  for- 
warded to  the  Auditor  General. 

W'e  believe  the  original  should  be  forwarded  to  the  Auditor  General 
promptly  upon  completion  of  the  pre-audit  function.  This  should  save 
about  seven  (7)  days  processing  time. 

No  risk  is  created  of  spending  beyond  the  appropriation  since  this 
control  is  maintained  in  the  Auditor  General’s  office.  However,  the  agen- 
cies are  concerned  about  activity  or  jrrogram  spending,  and  the  Gomptrol- 
ler  must  assure  that  excess  spending  tloes  not  result  in  these  areas.  This 
is  why  the  original  of  the  voucher  transmittal  is  retained  at  the  agency. 
However,  excess  spending  should  occur  only  in  the  latter  part  of  the 
fiscal  year,  and  it  should  not  be  a common  occurrence.  It  should  not  be 
necessary  to  impose  a seven  (7)  day  delay  on  all  invoices  to  acquire 
this  protection. 

If  a deficiency  in  available  program  funds  is  detected  in  the  agency 
after  the  original  voucher  has  been  forwarded  for  payment,  there  may 
be  time  to  delete  the  item  or  items  in  question  from  the  voucher  before 
the  check  is  prepared.  But,  even  if  such  checks  are  prepared,  they  can 
easily  be  voided  in  the  agency  and  processed  for  appropriate  entry  in 
the  financial  records. 

21.  Forward  the  original  of  the  voucher  transmittal  to  the  .Auditor  Gen- 

eral’s Office  immediately  upon  completion  of  the  agency  pre- 
audit. Use  the  duplicate  copies  to  accommodate  the  agency 
accounting  requirements. 

Obvious  Errors 

Any  obvious  errors  should  be  corrected  in  the  agency,  the  papers 
processed  for  payment  and  the  originating  unit  so  notified.  Disputes 
can  be  handled  as  a separate  matter  withoui  delaying  payment  for  the 
total  amount. 

22.  Correct  obvious  errors  on  voucher  transmittals  in  the  agency,  proc- 

ess the  papers  for  payment  and  notify  the  originating  unit  of  the 
changes  made.  Handle  disputes  as  separate  matters  without  de- 
laying payment  of  the  total  amount  due. 


Small  Oulstionabll  Ii>:ms 

29.  Oucstiniis  invoh'ing  minor  amoiiuls  of  -^2  or  less  on  vendors  pay- 
ments should  not  be  cause  for  rejecting  nr  delaying  paymejit.  The 
cost  of  extra  paper  handling  more  than  offsets  any  possible  gain. 

Processing  Invoices— .Acnn  or  Generai.  and  Treasury 

The  departments  of  llic  Auditor  General  and  the  Treasury  piocess  in- 
voices and  prepare  checks  in  about  seven  days,  but  there  is  an  unneces- 
sary shuffling  of  paper  between  the  two  departments.  Wjuchers  go  to 
the  Auditor  General's  Department  where  they  are  pre-aiidited  and  for- 
warded to  the  Treasury  Department  for  another  audit.  (The  Treasury 
Department  apparentlv  is  interested  |)rimarily  in  verifying  tliat  the 
name  and  amount  on  the  rouclicr  transmittal  coim  ides  rvitli  the  su])- 
porting  invoices.)  1 he  voucher  then  goes  back  to  the  Auditor  Crcneial 
for  posting  to  the  spending  control  card  and  lor  preparation  o(  the 
Avarrant,  is  returned  to  the  Treasury  Department  for  preparation  of  the 
checks  and  then  is  returned  to  the  Atiditor  General's  odicc  lot  a second 
posting  and  filing. 

Checks  are  picked  up  each  morning  at  11:00  .\.M.  by  messengers 
from  the  various  agencies.  Each  agency  ]x)sts  the  tvanant  numbei  and 
check  numbers  to  its  file  copy  of  the  voucher,  notifies  the  originator  erf 
the  voucher  that  payment  has  been  made  through  use  of  the  disburse- 
ment notice  and  mails  checks  to  the  vendors. 

The  new  Constitution  Amendments  apparenib.  piesci  ihe  a diangc  to 
this  phase  of  the  processing  cycle.  Section  1 of  .\rti(  le  \dTI,  to  take  effect 
as  soon  as  possible  but  no  later  than  July  1,  1970,  says  “anv  Common- 
Avealth  officer  whose  approval  is  necessary  for  any  transaction  relative 
to  the  financial  affairs  of  the  Commoinrcalth  shall  not  be  chaigcd  evith 
the  function  of  auditing  that  transaction  after  its  occurrence.”  This  may 
remove  the  pre-audit  function  from  the  .\uditor  General's  office.  Proper 
implementing  will  streamline  this  phase  of  tire  processing  cycle  and 
should  save  trvo  or  three  days. 

Vouchers  will  go  directly  to  the  Treasury  Department  for  final  audit 
and  payment.  New  Data  Processing  procedures  with  appropriaic  input 
controls  would  be  necessary  to  provide  the  controls  now  inherent  in  the 
Auditor  General’s  spending  control  card  system  and  warrant  system. 
Work  should  commence  promptly  to  assure  that  an  efficient  and  well 
controlled  system  is  ready  to  operate  rvhen  the  time  comes. 


24.  Appoint  a task  force  to  establish  an  efficient  and  well  controlled 
system  that  is  ready  to  operate  if  the  Auditor  General’s  office 
is  no  longer  involved  in  the  pre-audit  function,  as  prescribed  by 
the  new  constitution. 


KX PENSE  Ac:cx)u X rs 

Piocessiiig  c.\j)ensc  accuunls  is  a time  consuming  jol).  and  in  some 
respects,  it  will  be  difficult  to  eliminate  some  of  the  major  problems. 
Indi\'iduals  who  occasionally  have  need  to  utilize  expense  accounts  are 
not  inclined  to  digest  the  numerous  details  contained  in  the  expense 
account  regulations. 

Pi  R Diem  Rate 

AVe  were  advised  that  a jier  diem  rate  is  being  considered  lor  meals 
and  lodging.  It  this  could  be  ccpiitably  established  on  an  easily  admin- 
istered basis,  much  would  be  done  to  simplify  processing  expense  ac- 
counts. \Vc  recommend  that  Section  216  of  the  Administrative  Code  be 
amended  to  permit  jier  diem  rates. 

25.  Amend  the  Administrative  Code,  Section  216,  to  permit  per  diem 

subsistence  allowance  for  travel  expenses. 

Regui.ations  on  Expense  Accoun  i Form 
Recording  some  of  the  basic  regulations  on  the  expense  account  form 
should  be  helpful  to  the  crccasional  user  and  should  eliminate  some  of 
the  oversights  that  result  in  extra  paper  handling  and  additional  delay. 

26.  Record  some  of  the  basic  expense  account  regulations  on  the  ex- 

pense account  form. 

Frequency  of  Preparing  Vouchers 

There  may  be  a tendency  to  delay  preparing  a voucher  transmittal 
until  all  the  expense  accounts  are  in.  Possibly  an  arrangement  similar  to 
that  recommended  on  vendors’  invoices  ivould  be  applicable  to  expense 
accounts,  that  is,  that  everything  possible  be  vouchered  at  the  end  of 
each  week. 

27.  Require  that  all  expense  accounts  possible  be  vouchered  and  trans- 

mitted by  the  end  of  each  week.  Investigate  those  on  hand  for 
a week  for  which  vouchers  have  not  been  transmitted. 
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Minor  Irregularities  or  Ouesiions 
At  times  we  seem  to  bend  over  backwards  to  find  a reason  to  reject 
expense  accounts  at  the  agency  level  and  return  them  to  the  originating 
point.  For  example,  expense  accounts,  even  though  two  approvals  al- 
ready appear,  are  returned  if  the  individual’s  signature  at  the  bottom 
differs  from  the  way  his  name  appears  at  the  top— as  John  D.  Smith  vs. 
J.  D.  Smith.  A more  business-like  review  should  be  made  before  docu- 
ments are  returned  to  determine  whether  such  action  is  ^varranted. 

Questions  involving  minor  amounts  of  32  or  less  sliould  not  be  cause 
for  rejecting  or  delaying  payment.  The  cost  of  extra  paper  handling 
more  than  offsets  any  possible  gain. 

2.9.  Adopt  a more  business-like  revieio  of  expense  accounts  before  they 
are  returned  to  the  originating  unit  because  of  minor  rule  in- 
fractions to  deterynine  luhether  such  action  is  really  warranted. 

29.  Questions  im>olving  minor  amounts  of  $2  or  less  on  expense  ac- 

counts should  not  be  cause  for  rejecting  or  delaying  payment. 
The  cost  of  extra  paper  handling  more  than  offsets  any  possible 
gain. 

Obvious  Errors 

Obvious  errors  should  be  corrected  in  the  agency,  the  papers  proc- 
essed for  payment  and  the  originating  unit  so  notified.  Disputes  can 
be  handled  as  a separate  matter  without  delaying  payment  of  the  total 
amount  due  the  employe. 

30.  Correct  obvious  errors  on  expense  accounts  in  the  ageitcy,  process 

the  papers  for  payment  and  notify  the  originating  unit  of  the 
changes  made.  Handle  disputes  as  a separate  matter  u’ithout  de- 
laying payment  of  the  total  amount  due. 

Small  Expense  Accounts 

.•\uthority  to  settle  small  expense  accounts  at  the  field  office  in  casli 
would  expeditiously  handle  many  relatively  minor  items.  A S25  limit 
could  be  established,  but  even  a 310  limit  would  be  helpful. 

11.  .-iuthorize  the  field  offices  to  settle  small  expense  accounts  in  “cash.” 

Cash  Advances 

Although  the  expense  account  regulations  permit  cash  advances  to 
be  made,  this  practice  is  obviously  discouraged.  The  regulations  say 
“cash  advancements  may  be  made  . . . when  anticipated  expenses  . . . 


are  unusually  large  with  respect  to  the  normal  travel  retpiirecl  . . . and 
would  constitute  an  undue  financial  hardship.”  A more  ecpiitable  ap- 
proach would  be  to  permit  cash  advances  if  the  month’s  expenses  are 
expected  to  exceed  a certain  amount,  perhaps  ^50.  Special  regulations 
lor  users  oi  cash  advances  seem  unwarranted  such  as  the  mandatory  use 
ot  Transportation  Orders  and  the  special  emphasis  on  using  Hotel 
Orders. 

’2.  Fstablish  procedures  so  that  rush  can  be  co)wenieully  adva>iced  for 
travel  expenses,  and  revise  the  expense  account  regulations  to 
modify  the  restrictive  Uniguage. 


SIATE  INSURANCE  FUND 

This  Fund  was  established  by  a 1915  statute  ‘‘for  die  rebuilding,  res- 
toration, and  replacement  of  any  structures,  buildings,  equipment,  or 
other  pioperty,  owned  by  the  Commonwealth  of  Pennsylvania,  and  dam- 
aged or  destroyed  by  fire  or  other  casualty  . . .”  (Act  of  May  14,  1915,  P.L. 
425) . Income  to  the  Fund  originally  came  from  one-half  of  premium 
taxes  paid  by  out-of-state  fue  insurance  companies,  payments  made  by 
insurance  companies  foi  loss  or  damage  to  State-owned  property  (chiefly 
motor  vehicle  damages)  , and  interest  on  deposits  and  on  securities  of  the 
Fund  itself  and  ot  the  Fire  Insurance  Fax  Fund.  Income  is  no  longer 
leceived  directly  from  the  premium-tax  source,  but  interest  on  the  Fire 
Insurance  Tax  Fund  still  comes  to  the  State  Insurance  Fund.  The  only 
direct  appropriation  to  the  Fund  was  SI, 000,000  in  1953.  The  State 
Treasurer  is  custodian  of  the  Fund. 

Of  the  $1,000,000  appropriation,  only  $300,000  had  been  drawn  on 
by  1968,  partly  a matter  of  fiscal  economy,  and  partly  because  of  the 
provision  that  the  Fund  should  not  at  any  time  exceed  $1,000,000.  The 
remaining  $700,000  lapsed  as  of  fune  30,  1968,  and  a bill  to  reappro- 
priate the  $700,000  was  not  passed.  Hence  there  is  no  income  available 
to  the  Fund  to  cover  major  loss  except  moneys  from  claim  recoveries 
and  from  interest  on  deposits  and  securities. 

Charges  against  the  Fund  must  be  approved  by  the  Auditor  General, 
the  State  Treasurer  and  the  Governor,  upon  recommendation  of  the 
Department  of  Property  and  Supplies,  to  whom  claims  and  estimates  of 
replacement  are  originally  submitted. 

Since  at  least  1936,  application  of  the  Fund’s  benefit  provisions  has 
been  limited  to  agencies  of  the  Commonwealth  operating  in  its  sovereign 


80 


capacity— that  is,  agencies  o])eiating  as  proprietary  enterprises  have  l>een 
excluded.  This  exclusion  applies  to  the  Liquor  Control  Board,  the 
Turnpike  Commission,  State  Authorities,  the  Workmen’s  Compensation 
Fund.  By  a 1967  administrative  decision  ot  the  Secretary  ot  Adminis- 
tration, the  State  Game  Commission  and,  by  extension,  all  such  agencies 
whicli  do  not  receive  appropriations  from  the  General  Fund  were  also 
excluded. 

The  Secretary  of  Property  and  Supplies,  fortified  by  an  opinion  from 
the  Attorney  General,  sought  unsuccessfully  to  secure  a reversal  of  this 
denial  of  a claim  by  the  Secretary  of  Administration.  The  Secretai7’s 
reason  was  that  the  Game  Commission,  which  does  not  receive  funds 
from  general  tax  sources,  should  not  receive  them  indirectly  through  the 
State  Insurance  Fund.  It  must  be  noted  that  the  State  Insurance  Fund 
itself  does  not  receive  funds  from  general  tax  sources  through  the  Gen- 
eral Fund.  The  Insurance  Fund’s  receipts  from  the  General  Fund  on 
its  original  appropriation  have  long  since  been  used,  and  the  remaining 
balance  of  the  original  appropriation  was  lapsed  in  1968.  For  many 
years  the  Insurance  Fund’s  meager  resources  have  derived  from  interest 
income  and  property  damage  claims. 

Statements  of  the  Fund  balance  as  of  September  30,  1968  and  of  in- 
come and  expenditures  from  July  1,  1965  to  June  30,  1968  are  shown 
in  the  Appendix.  At  the  level  of  recent  charges  of  $109,000  against  the 
Fund,  its  $293,000  balance  and  intake  rate  of  $132,000  appear  on  the 
surface  to  be  adequate.  But  set  against  the  total  amount  of  risk,  even 
with  the  excess-loss  insurance  recently  instituted  on  a few  buildings, 
it  is  obviously  greatly  inadequate.  In  recent  years  there  have  been  losses 
larger  than  the  Fund  could  handle,  in  which  cases  replacement  was 
covered  by  a regular  budgetary  expenditure  or  mainly,  by  new  construc- 
tion by  the  General  State  Authority. 

The  State  Insurance  Fund  is  only  a feeble  stand-in  for  an  insurance 
device.  Its  revenue  bears  no  relation,  conceptually  or  in  amount,  to 
the  values  at  risk,  so  only  relatively  small  claims  can  be  accepted  and 
approved. 

In  spite  of  the  inadequacies  of  the  Fund,  the  Committee  cannot  agree 
with  the  highly  but  not  systematically  selective  insurance  of  tlte  Capitol- 
group  buildings.  The  conditions  under  -which  it  was  determined  to 
purchase  this  insurance  for  the  first  time  on  only  these  few  buildings 
for  a three-year  term  with  no  prospect  of  budgetary  provision  for  re- 
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newal,  reflect  the  absence  of  a well-founded  basic  policy  determination. 
This  aspect  of  the  State’s  insurance  program  should  be  given  careful 
and  explicit  attention,  possibly  by  the  Executive  Board,  and  long-range 
insurance  and  budgetary  policy  established. 

Administrative  Code  Section  508  (b)  formerly  required  that  the  De- 
partment of  Property  and  Supplies  make  every  two  years  a survey  of  all 
the  properties  “of  each  State  institution.”  No  such  survey  ever  was 
made.  The  Department  was  never  given  funds  though  it  made  repeated 
recpiests.  The  last  formal  survey  and  evaluation  of  all  State-owned  prop- 
erty was  made  in  the  mid-Twcnties  by  Main  and  Company,  as  part  of 
a Slate  audit.  No  topy  of  this  “inventory”  or  even  a summary  of  it  is 
now  available. 

In  1965  this  section  was  revised  by  the  Act  of  September  28,  P.L.  553 
to  lead  as  follows: 

(b)  The  Department  of  Pro|>erty  and  Supplies  shall  receive,  at 
least  once  every  two  fiscal  years,  a survey  of  all  buildings,  equip- 
ment, land,  improvements  connected  with  and  comprising  each 
State  institution.  This  survey  shall  be  conducted  by  the  various 
administrative  departments,  independent  administrative  boards 
and  commissions  and  other  State  agencies  under  the  Governor’s 
jurisdiction,  .\fter  making  any  survey,  the  administrative  de- 
jiaitments,  independent  administrative  boards  and  commissions 
and  other  State  agencies  under  the  Governor’s  jurisdiction 
shall  prepare  a report,  setting  forth  in  detail  the  results  of 
the  survey,  including  the  needs  of  such  institution,  with  re- 
spect to  the  maintenance  of,  and  repairs,  improvements,  al- 
terations and  additions  to  its  buildings,  land,  and  equipment. 
The  administrative  departments,  independent  administrative 
boards  and  commissions  and  other  State  agencies  under  the 
Governor’s  jurisdiction  shall  file  a copy  of  such  report  with  the 
Department  of  Property  and  Supplies  who  shall  compile  all  the 
reijorts  and  submit  the  compilation  to  the  Governor.  Such  re- 
ports shall  be  used,  so  far  as  practical,  as  a guide  for  formulating 
the  biennial  budgetary  requests  for  appropriations  for  the  main- 
tenance of,  and  repairs,  improvements,  alterations,  and  additions 
to,  the  buildings,  lands,  and  etpiipment  of  State  institutions. 

provisions  of  the  Act  of  September  28,  1965,  P.L.  553,  should  be 
amended  to  apply  to  all  Commonwealth  agencies.  Presently  it 
applies  only  to  agencies  under  the  Governor’s  jurisdiction.  It  re- 
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quires  that  the  Departmcut  of  Property  a)id  Supplies  “shall  re- 
ceive, at  least  once  every  two  fiscal  years,  a sumey  of  all  buildings, 
equipment,  land,  improvements  connected  with  and  com  prising 
each  State  institution.”  Such  reports  are  essential  not  only  for 
planning  and  budgeting  but  also  for  the  appraisal  of  insurable 
risk.  Appropriate  funding  of  this  function  also  is  recommended. 

31.  When  initial  surveys  arc  completed  departments,  agencies  and  in- 
stitutions should  maintain  perpetual  iiwentories  from  which  val- 
uations for  insurance  purposes  can  readily  be  made. 

35.  The  biennial  reports  should  include  not  only  estimates  of  the  value 

of  buildings,  equipment,  land,  and  improvements,  but  also  the 
depreciated  cost  of  major  items  of  equipment  not  integral  parts 
of  buildings.  Inventories  of  furniture,  supplies,  etc.,  should  be 
x’alued  by  estimate. 

36.  A study  should  be  made  of  the  desirability  and  practicability  of 

convertins.  the  State  Insurance  Fund  into  a true  self-insurance 
fund,  with  excess-loss  reinsurance.  About  ten  states  have  been 
operating  such  funds  ivith  considerable  success  (e.g.,  Alabama, 
Kentucky,  North  Carolina,  North  Dakota,  South  Carolina,  and 
Wisconsin.  North  Dakota  also  has  a very  successful  Bonding 
Fund.  Both  North  Dakota  funds  cover  also  political  subdivision 
and  school  districts.)  The  study  here  recommended  might  also 
include  bonding. 

37.  If  the  State  Insurance  Fund  is  retained  in  its  present  restricted  and 

money-starved  basis,  claims  procedures  should  be  made  explicit 
and  simplified.  Small  claims  should  be  made  payable,  under  ap- 
proved standards  by  the  Secretary  of  Property  and  Supplies. 
Presently  the  payment  of  all  claims  requires  the  advance  ap- 
proval of  the  Governor,  Auditor  General  and  State  Treasurer. 

3S.  Uniforxn  practices  should  be  folloxued  by  all  Commonwealth  depart- 
ments, agencies,  and  institutions,  luhether  proprietary.  Special 
Fund  or  General  Fund.  If  the  State  Insurance  Fund  is  retained, 
all  Commonwealth  departments,  agencies,  and  institutions  should 
be  alloxced  to  qualify  for  coverage. 


INSURANCE  PURCHASING 

When  the  State  Insurance  Fund  was  established,  the  purpose  of  in- 
surance by  or  in  behalf  ot  State  departments  and  agencies  was,  in  gen- 
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eral,  prohibited.  Exceptions  made  then  or  subsequently  by  statute 
were:  surety  bonds,  insurance  against  loss  or  theft  of  currency,  checks, 
lax  stamps,  etc.  by  the  Department  of  Revenue  and  of  cash  or  securities 
i)y  the  Treasury  Department:  automobile  liability  insurance:  public  lia- 
bility of  all  State  employes,  and  group  life  on  State  employes. 

It  may  be  significant  that  Section  2404  of  the  Administrative  Code 
provides  “That  if  and  when  the  Commonwealth  shall  establish  its  own 
indemnity  fund,  such  bonds  shall  be  purchased  only  in  such  cases  as 
the  Exeaitive  Roanl  may  require.” 

All  insurance  must  be  purchased  for  the  various  departments  and 
agencies  through  the  De|iartment  of  Property  and  Supplies.  By  a 1965 
statute,  the  Secretary  of  Property  and  Supplies  was  denominated,  ex 
officio,  as  insurance  broker  of  record  for  the  Commonwealth.  The  Ad- 
ministrative Code  also  mandates  in  Section  2404  (1)  as  amended  in 
1965  that  commissions  on  insurance  policies  shall  he  paid  into  tlic  Higlier 
Education  Assistance  Fund. 

The  Director  of  the  Bureau  of  Real  Estate  and  Insurance  serves  as 
deputy  or  surrogate  for  the  Secretary  of  Property  and  Supplies  in  the 
latter’s  statutory  capacity  as  broker  of  record  for  the  State.  The  present 
Director  of  the  Bureau  is,  in  his  own  right,  a licensed  insurance  broker 
and  licensed  real  estate  broker,  and  tliese  qualifications  are  now  included 
in  the  job  description. 

Insurance  of  all  types  and  for  all  departments  is  purchased  by  a bid- 
ding procedure.  Specibcation  of  the  nature  and  amounts  of  coverage 
are  issued  with  the  invitation,  where  appropriate,  for  proposals  to  im- 
prove the  coverage  by  restatement  of  policy  terms.  Bid  invitations 
specify  that  the  bids  should  be  based  on  a broker  commission  rate  of 
ten  per  cent.  Recommendations  of  insurers  for  improvement  of  the 
coverage  are  made  the  subject  of  negotiation. 

Upon  completion  of  the  purchasing  process,  the  bills  are  sent  to  the 
Comptroller  of  the  agency  concerned  or  the  Comptroller  of  the  Depart- 
ment of  Property  and  Supplies  who  draws  vouchers  against  the  accounts 
of  the  departments  among  whom  the  insurance  coverage  is  divided. 

During  the  calendar  years  1967  and  1968,  commissions  of  $180,753 
and  $95,208  were  paid  into  the  Higher  Education  Assistance  Fund. 

Within  the  past  few  years  several  “new”  coverages  have  been  pur- 
chased, principally  for  excess-loss  fire  and  extended  cover  on  buildings 
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in  the  Capitol  gi'oup,  the  inclusion  of  all  State  employes  in  a public 
liability  policy  and  group  life  insurance  for  all  State  employes.  The 
fire  and  extended  cover  was  written  in  1967  for  three  years,  the  premium 
being  met  out  of  unexpended  funds  at  the  end  of  a fiscal  year.  The 
Capitol  is  covered  for  $40  million,  and  12  other  buildings  in  the  so- 
called  Capitol  complex  or  group  are  covered  for  various  amounts  up 
to  $14,000,000,  contents  included.  All  of  these  are  written  with  a $100,- 
000  deductible. 

The  preparation  of  specifications  and  the  negotiation  of  special  terms 
of  coverage  and  adequate  amounts  in  some  cases  requires  considerable 
knowledge  and  experience  in  the  property  and  casualty  insurance  field. 
For  example,  in  the  special  and  very  large  requirements  of  the  Liquor 
Control  Board  (liquor  stocks  in  warehouses  and  stores)  and  the  Turn- 
pike Commission  (tunnels  and  bridges) . 

Recent  important  basic  improvements  in  the  administration  of  insur- 
ance purchases  include  the  appointment  of  a licensed  insurance  broker 
as  Director  of  the  Bureau  of  Real  Estate  and  Insurance;  the  “recapture” 
of  commissions  on  insurance  purchases  and  channeling  them  into  the 
Higher  Education  Assistance  Eund,  and  the  coverage  of  all  State  em- 
ployes under  public  liability  and  group  life  insurance  policies. 

The  blanket  coverage  of  some  20,000  vehicles  in  agencies  under  the 
Governor’s  jurisdiction  is  presently  in  Travelers  Insurance  Company, 
placed  through  its  regional  office  at  Reading.  The  premium  rates  are 
very  low.  For  example,  the  State  police  cars  are  insured  for  both  bodily 
injury  and  property  damage  liability  for  $34.29  per  car  for  the  first 
year  of  coverage  and  slightly  lower  costs  for  the  second  policy  year. 

The  premium  rates  for  the  blanket  policy  are  lower  than  those  in 
effect  for  the  General  State  Authority  and  the  Turnpike  Commission. 
Some  of  this  difference  may  be  attributable  to  greater  immunity  for 
vehicles  under  the  Governor’s  jurisdiction  than  might  apply  to  agen- 
cies engaged  in  proprietary  functions.  It  is  recommended  that  considera- 
tion be  given  to  the  feasibility  of  placing  insurance  coverage  for  all 
Commonwealth  vehicles  in  one  blanket  policy. 

The  limits  of  liability  in  the  blanket  policy  are  $100,000  for  bodily 
injury  to  one  person  and  $300,000  for  bodily  injury  involving  one  acci- 
dent. The  property  damage  liability  limits  are  $100,000  for  Highway 
Department  vehicles,  $50,000  for  State  Police  and  Liquor  Control  Com- 
mission vehicles  and  $25,000  for  vehicles  of  other  departments.  It  is 


recommended  that  bodily  injury  limits  of  liability  be  increased  to  at 
least  $250/500,000;  that  property  damage  limits  for  State  Police  cars  be 
increased  to  $100,000  and  that  the  minimum  property  damage  liability 
for  any  vehicle  be  increased  to  $50,000. 

Although  the  Real  Estate  and  Insurance  activities  are  being  ade- 
cpiately  and  competently  handled,  it  is  recommended  that  in  the  long- 
range  planning  consideration  be  given  to  the  advisability  of  having  a 
Director  of  Real  Estate  to  handle  the  3,500  parcels  under  jurisdiction 
of  the  Commonwealth  and  a Director  of  Insurance  to  handle  the  many 
problems  of  insurance  administration. 

39.  Written  procedures  should  he  prepared  and  kept  up-to-date  which 

govern  and  explain  hoio  insurance  matters  are  to  he  handled. 
Presently,  there  exists  no  conveniently  available  handhook. 

40.  For  Commomoealth  motor  vehicles,  hodily  injury  limits  of  liahility 

should  he  increased  to  at  least  $250/500,000.  Property  damage 
limits  for  State  Police  cars  should  he  increased  to  $100,000  and 
the  minimum  property  damage  liahility  for  any  vehicle  should 
he  increased  to  $50,000. 

41.  It  is  recommended  that  consideration  he  given  to  the  feasibility 

of  placing  insurance  coverage  for  all  Commonwealth  vehicles  in 
one  blanket  policy. 

42.  Consideration  should  be  given  to  the  separation  of  real  estate  and 

insurance  functions  in  the  Department  of  Property  and  Supplies 
and  placing  the  management  of  each  under  its  own  director. 


MANAGEMENT  CONSULTING  CONTRACTS 
References: 

(A)  Executive  Directive  if  10,  March  6,  1967/S/Shafer 

(B)  Administrative  Directive  #5,  March  6,  1967/S/Sampson 

(C)  Administrative  Directive  #47,  January  20,  1969/S/Sampson 

(D)  Policy  on  Use  of  Consultants  in  State  Government.  RM  240, 
December  1968,  Council  of  State  Governments,  Chicago,  Il- 
linois 

(E)  Consultants  Status  Report,  January  31,  1969,  Bureau  of  Man- 
agement Systems  Analysis,  Commonwealth  of  Pennsylvania 

(See  Appendix  for  copies  of  (A) , (B) , (C)  above.) 
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For  tlie  past  decade.  Commonwealth  Administrators  have  become  in- 
creasingly dependent  upon  consultants  to  provide  studies  and  solutions 
of  complex  problems.  The  studies  have  taken  many  forms— in  the  fields 
of  program  evaluation,  methods  and  procedural  analyses,  computer  in- 
stallation and  programming,  statistical  measurements  and  space  control. 
In  most  cases  the  programs  were  to  evaluate,  supplement  or  perform 
work  which  could  not  be  handled  by  Commonwealth  personnel.  Some- 
times it  meant  purchasing  a personal  expertise  that  was  beyond  their 
immediate  experience.  At  other  times  opinions  and  evaluations  of  work 
alreadv  performed  were  provided  by  specialists. 

It  is  not  the  aim  of  this  report  to  discuss  whether  these  hirings  were 
necessary  or  desirable  or  to  measure  results  attained.  It  is  assumed  that, 
in  almost  all  cases,  the  employment  of  consultants  by  the  Common- 
wealth was  a productive  procedure  at  the  time  the  problem  to  be 
studied  arose.  ’What  is  presently  apparent,  however,  is  that  an  inor- 
dinate amount  of  time  elapses  between  the  inception  of  the  idea  that 

a consultant  is  needed  and  the  final  signature  on  a contract  putting  him 
to  work.  The  reasons  for  this  lag,  which  can  run  as  much  as  one 

year,  will  be  explored  in  the  body  of  this  study.  Once  a problem  is 

recognized  as  being  of  sufficient  importance  to  require  outside  attention 
and  advice,  the  need  for  a solution  is  probably  immediate.  As  that  solu- 
tion is  delayed,  operational  efficiency  may  become  increasingly  unlikely, 
and  the  recommendations,  when  given,  may  not  match  the  original 
problem.  Thus,  the  delay  may  represent  a cost  out  of  all  proportion 
to  the  original  proposed  consulting  fee. 

"iVdiat  is  happening  today  in  the  placing  of  consulting  contracts  which 
causes  this  delay  and  what  changes  can  be  made,  procedurally,  to  speed 
their  processing? 

Usage  of  the  authorities  and  guidelines  laid  down  in  references  (.\) , 
(B) , and  (C) , have  created  three  avenues  now  in  use  through  ivhich 
all  types  of  consulting  services  are  being  procured  in  the  Common- 
wealth. 

(a)  By  Agency  Heads  working  through  the  Bureau  of  Management 
Systems  Analysis  and  the  Governor’s  Office  to  finalize  contracts 
for  “Management  Engineering,  systems  analysis,  procedures, 
EDP,  organizational  patterns’’  and  similar  techniques  (Basis: 
Ref.  C) . 


(b)  .\lone  by  Agency  Heads  when  consultants  are  to  assist  with 
Departmental  Programs  or  provide  individual  specialties  or 
maintenance  services  (Basis;  Ref.  B,  now  superseded  by 
Ref.  C)  . 

(c)  By  the  decision  of  Agency  Heatls  to  make  the  procurement  a 
“blue  back”  in  order  that  it  may  be  processed  through  the 
Governor's  Office  to  clear  any  doidats  as  to  the  legality  and 
propriety  of  t!ic  employment  (Basis;  Administrative  Code 
507-C,  Para.  4)  . 

(In  practice,  the  existence  of  these  three  methods  and  their 
present  application  have  confused  both  Agency  personnel  and 
bidding  consultants  alike.  Since  Method  (a) , above,  is  manda- 
tory for  all  management  engineering  tvork,  broadly  interpreted 
it  can  find  its  way  into  almost  all  consulting  proposals.  Loosely 
viewed,  with  Program  as  the  deciding  factor,  only  the  most 
rigid  engineering  disciplines  neetl  involve  tlie  Governor’s 
Office.) 

(d)  Reference  (C)  was  issued  in  [anuary  1969  by  the  Secretary  of 
.■Vtiministration  and  Budget  Secretary  during  the  period  of 
this  study.  Its  purpose  was  to  expedite  paperwork  and  directed 
that  all  management  engineering  consulting  be  funneled 
through  the  Bureau  of  Management  Systems  Analysis,  Office 
of  Administration.  At  the  same  time,  the  Bureau  updated 
its  controls  by  instituting  a new  Consultant  Status  Report, 
Ref.  (E) , and  assigned  additional  analysts  to  contracts  under 
consitleration.  The  practical  effect  of  these  actions  was  to  re- 
inforce a rigidly  centralized  control  of  consulting  work  through 
the  Bureau  of  Management  Systems  Analysis  and  greatly  weaken 
the  authority  of  the  .\gency  Head  to  solve  his  problem  through 
outside  sources  of  his  own  choosing. 

(e)  Reference  (B)  excluded  “consultants  used  to  evaluate  the  ef- 
fectiveness of  programs  such  as  educational  achievements  and 
parole  effectiveness”  from  its  control.  As  Ref.  (C) , which  su- 
perseded Ref.  (B) , makes  no  reference  to  this  type  of  pro- 
gram consulting,  it  is  being  assumed,  in  most  agencies,  that  Ref. 
(C)  now  governs  all  consulting  work  and  all  proposals  must 
have  either  a pre-audit  through  Systems  Analysis  or  an  Office 
of  Administration  approval  as  a finalized  "blue  back”  or  both. 
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The  constraints  established  by  Ref.  (C)  upon  an  Agency  Head  are 
many: 

The  Office  of  Administration,  originally  established  as  an  assisting 
staff  function,  now  has  within  its  power  to: 

fa)  Prevent  a study  entirely  by  determining  that  the  services  can 
be  performed  by  Office  of  .Vdministration  personnel  or  other 
Commonwealth  employes. 

(b)  .Vssign  personnel  from  the  Office  of  .\dininistration  to  do  the 
work. 

(c)  Formulate  specifications  with  the  Agency,  thereby  influencing 
the  work  recjuired. 

(d)  .Suggest  qualified  consultants  and  competitive  bidding.  \Vhile 
these  aims  are  commendable,  the  control  of  bidders’  lists  is 
lecognized  as  a powerful  tool  totvard  arvard. 

(c)  Evaluate  bidding  proposals  and  further  influence  award. 

(t)  Through  periodic  progress  meetings,  monitor  the  course  of  a 
study  and  formulate  opinions  toward  future  a-wards. 

CoMP.VRATlVE  Sp.VNS  OF  CONTROL 

In  addition  to  the  above  control  restraints  placed  upon  consulting 
proposals  by  the  Bureau  of  Management  Systems  Analysis,  it  is  inter- 
esting to  compare  Pennsylvania’s  approval  procedures  with  the  other 
forty-nine  States,  .\ccording  to  Ref.  (D),  final  approvals  for  this  tvpc 
of  contract  are  as  follows; 

25  States— Hiring  Agency  only. 

3 States— Hiring  .\gency  and  Personnel  Agency. 

8 States— Hiring  .\gency  and  Budget  Agency 
8 States— Hiring  Agency  and  one  approval  other  than  Budget. 

3 States— Hiring  Agency  and  two  approvals  other  than  Budget. 

2 Stales— Hiring  Agency  and  three  approvals  other  than  Budget. 

1 State  —Pennsylvania,  which  retpiires  three  Hiring  Agency  clear- 
ances, comptroller  (OA) , budget  analyst  (OA) , and  Dep- 
uty or  Secretary;  in  the  Gosernor’s  Office,  Systems  Analysis 
(OA) , Budget  (OA) , Personnel  Director  (OA)  , Comp- 
troller (OA) , Secretary  of  Administration  (OA)  , Attorne) 
General,  and  Governor.  (Only  1 other  state  requires  the 
Governor’s  signature.) 
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'1  has,  to  comply  with  all  the  provisions  ol  Ref.  (C)  anti  other  Of- 
fice of  .\dministration  direttives,  upwards  of  seven  separate  staff  ap- 
provals must  be  obtained  (not  counting  Hiring  Agency  heads,  legal 
opinions,  or  the  Governor’s  signature)  , to  foinialize  a contract  of  this 
type. 

All  inspection  of  such  dales  and  date  stampings  as  are  available 
on  some  seventy-five  contracts  and  lollorving  discussions  with  comptrol- 
lers aiul  ,\gency  olTicials  reveal  the  following; 

Contratts  ijrotessed  Intra-Agency  lor  Departmental  consulting  un- 
der Ref.  (B)  lbt)8— 1,')  to  120  days,  Average— ,80  days. 

Goniratts  processed  through  the  Cfovernor’s  Office  under  Ref.  (B) 
and  Ref.  (C) , 19()8-()0— .80  to  800  days.  Average— 75  Days. 

rhe  Gommontvealth's  contractural  jnocessing  procedures  for  the  em- 
ployment of  outside  consulting  services  results  in  confusion  in  Depart- 
mental areas  anti  overcontrol  by  the  Office  of  .Vdministratlon.  The  net 
lesult  is  tielay  anti  a loss  of  management  elliticncy  in  the  stilution  of 
critical  program  problems. 

75.  When  (0}il)(ut  j^roposals  are  deveIoj)ed , file  operating  agency 
should,  al  an  early  stage,  suinnit  to  the  Office  of  Administration 
rci’iew  copies  of  those  proposals  which  relate  primarily  to  ad- 
ministrative organization  and  procedure.  When  other  contract 
proposals  are  developed  the  Office  of  Administration  should  play 
the  limited  staff  role  of  providing  technical  assistance  upon  re- 
quest of  the  operating  agency. 

-It.  (Guidelines  for  contract  format,  transmittal  and  bidding  should  be 
prepared  by  the  Office  of  Administration  in  cooperation  with  rep- 
resentatives of  operating  agencies.  A standard  consulting  contract, 
worked  out  with  the  Attorney  (General,  is  suggested.  Circum- 
stances under  which  bidding  can  be  proprietaiy  or  competitive 
should  be  carefully  delineated  and  examples  given. 

15.  Contract  pre-audits  should  be  made  through  the  agency  comptroller 
for  compliance  with  guidelines  and  for  the  availability  of  funds; 
through  the  Deputy  Attorney  General  for  legality,  and  through 
the  Secretary  of  Administration  and  Budget  Secretary  for  readi- 
ness for  the  (Governor’s  signature. 
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46.  A stcnidaid  progresstoti  or  roiiliiig  sheet,  xvith  a required  signature 

checkoff  list,  should  acconipaiiy  each  contract.  The  routing  sheet 
should  require  dates  for  all  signatures  or  initials  and  target  dates 
for  action.  A log  should  be  kept  in  the  Ofpce  of  .Idministration 
which  ivill  show  the  udiereabouts  and  status  of  each  contract 
transmitted  to  that  office.  A log  clerk  should  make  constant  checks 
to  minimize  delays. 

47.  Suitable  forms  should  be  prepared  by  the  Office  of  Administration. 

IS.  Reduce  the  number  of  official  signat tires  required  to  activate  a con- 
tract to  the  following: 

Agency  Head 

Agency  Com ptroller 

Agency  Deputy  Attorney  General 

Secretary  of  Administration  and  Budget  Secretary 

Governor 

49.  Require  that  a completed,  copy  of  each  contract  and  consultant  re- 

port be  filed  icith  the  Secretary  of  Administration  to  be  used  by 
his  staff  for  information,  coordinating  activities,  evaluation , and 
assistance  until  implementation. 

50.  As  personnel  availability  permits,  the  Office  of  Administration 

should  monitor  compliance  with  contracts  in  excess  of  $100,000. 


OFFICE  SPACE  PLANNING  AND  CONTROL 

The  standards  o£  office  layout  currently  used  by  the  Bureau  of  Space 
and  Facilities  Planning,  Department  of  Property  and  Supplies,  are 
adequate  and  need  no  further  updating  at  this  time.  The  administra- 
tive effectiveness  of  this  Bureau  is  limited  by  political  considerations, 
fragmented  authority,  legislative  acts,  etc.  It  is  extremely  important,  in 
view  of  the  continual  expansion  of  governmental  services  at  all  levels, 
that  an  attempt  be  made  to  streamline  the  administrative  practices  of 
this  function. 
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Although  the  Ciovernor  has  general  responsibility  lor  space  planning 
anti  allocation,  administrative  assignments  are  widely  scattered.  The 
focus  of  responsibility  rests  in  the  Department  of  Property  and  Sup- 
plies, although  capital  programming  is  centered  in  the  State  Planning- 
board  and  capital  budgeting  in  t!ie  Office  of  Administration.  The  De- 
partment of  Property  and  Supplies  also  has  responsibility  for  the  pro- 
( urement  of  space,  although  most  construction  is  done  through  the 
General  State  Authoritv.  Experience  indicates  that  it  is  difficult,  and 
often  impossible,  for  an  agency  like  the  Department  of  Property  and 
Supplies,  whose  hierarchical  position  is  parallel  rvith  that  of  other 
executive  departments  and  agencies,  to  provide  the  leadership  and  con- 
trol necessary  for  the  best  administration  of  space  planning  and  alloca- 
tion. Gentr.di/ation  at  a higher  level  appears  to  be  essential. 

51 . Responsibility  for  the  planning;  and  allocation  of  space  needed  for 

the  performance  of  Commonieealth  functions  should  be  centered 
in  the  Office  of  Administration.  Close  liaison  should  be  main- 
tained ivith  the  State  Planning  Board  and  other  agencies  charged 
uhth  responsibility  for  capital  programming  and  budgeting. 

52.  Responsibility  for  the  maintenance  and  procurement  of  space 

through  lease,  purchase,  or  construction  should  be  centered  in 
the  Department  of  Property  and  Supplies. 

.-f  detailed  five-year  and  a long  range  ten-year  space  plan  should  be 
developed  and  kept  up-to-date. 

54.  Consideration  should  be  given  to  decentralizing  operating  depart- 
ments and  agencies  to  locations  outside  the  Harrisburg  area. 

5‘’.  Capitol  giounds  and  buildings  should,  insofar  as  possible,  be  re- 
served  for  top  executives,  the  legislature  and  the  judiciary. 

56.  When  additional  space  is  required,  consideration  should  first  be 

given  to  procuring  it  through  long-term  leases  rather  than  by 
capital  expenditures. 

57.  The  personnel  charged  with  responsibility  for  space  planning,  allo- 

cation, and  procurement  should  be  placed  binder  the  merit 
system. 
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5S.  The  space  i7iauual  should  be  kept  up-to-date  and  made  readily 
available. 

?‘J.  All  existing  laxes,  rules,  regulations  and  procedures  relating  to  space 
should  be  codified  and  kept  up-to-date. 

AUTOMO  J 1\T  FLEET  OPERA  EIONS 

It  is  difiicult  to  iii;ike  broad  generalizations  about  the  State’s  auto- 
motive fleet  program  because  of  its  complex  nature.  Ihere  arc  some 
38  Commonwealtli  agencies  participating  in  tlie  automotive  program. 
]>ecause  of  the  extent  of  tliis  project,  sery  little  svas  attempted  with 
legat'd  to  commerti.al  vehicles  (trucks,  tractors,  buses,  ambulances  and 
other  specialized  cipiipment)  and  the  Mightvay  Department  svas  excluded 
completely. 

1 he  Ciommittee  first  inters ieived  the  Director  of  the  .Vutomotise  bu- 
reau of  Properts’  and  Supplies  svho  administers  the  State  s automotisc 
fleet  program,  then  as  many  automotive  officers  as  possible.  Intersieiss 
were  held  with  the  automotive  officers  of  the  following  agencies;  Depart- 
ment of  Property  and  Supplies,  Department  of  Health,  Public  Ltilits 
Commission,  State  Police,  I'ish  Commission.  Litpior  Control  Board,  and 
Department  of  Public  ’Welfare. 

A’he  primary  cpiestions  svere: 

1.  What  are  vour  duties  as  automotive  offiter?  Do  \ou  base  other 
responsibilities? 

2.  How  do  vou  determine  iHio  is  qualified  to  lie  assigned  a State- 
owned  vehicle? 

3.  'What  groups  of  people  in  your  dejiartment  drive  State  cars  and 
ivhat  use  do  they  make  of  them? 

4.  'What  records  do  you  keep  of  State-owned  vehicles?  (Copies  of 
loctil  forms  were  obtained  iHien  available.) 

3.  Hoiv  are  vou  billed  lor  expenses  iiuinred  in  operating  State 
vehides? 

6.  Do  vou  feel  sou  have  an  adecjuate  number  of  vehicles  to  sen  ice 
your  transportation  needs? 

7.  .\re  vou  satisfied  with  the  State’s  automotive  fleet  piograin? 

8.  'What  suggestions  do  vou  have  for  changes  in  the  jirogram  to 
improve  it? 
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rhesc  (|ucbiions  iiaUiially  opciuxl  avenues  ot  diseussion  whieh  led  lo 
<,)lhers  which  Avere  peculiar  lo  the  various  departments  and  agencies  in- 
volved. The  interviews  led  to  the  observations,  conclusions  and  recom- 
mendations contained  later  in  this  report. 


lixlent  of  Stale  Fleet  as  of  December  31,  1068 


Oeneral  Fund  Fleet  iVo.  of  Vehicles 

Passenger  Commercial  Fotal 


(iovernor's  OHice 

.Vgiicnltnie 

Koresls  and  W'aiers 

Health 

Insurance 

Internal  .-Mlairs 

|nstice 

Labor  and  Industry 

.Military  .\flairs  

.Mines  and  Mineral  Industries 
Property  and  Supplies 
Lducatiou 

Pidrlic  Utility  (ionnnission 

Revenue  

State  Dcpai  tmeut  

Public  ^\'cl^are 
Uomnierr  e 

Parole  Hoard  

Lieutenant  (xovernor’s  Oflice  . . 

Uonnnunity  .Mlairs 

Historical  and  Museum  Uomiuis- 

sion  

Uivil  Uelense  

(Jivil  Service  Commission 
State  Tax  Equalization  Board 
Brandywine  Commission 

TOT.VLS 


1 1 

— 

11 

2,')9 

30 

289 

172 

138 

610 

46,') 

10 

105 

1) 

— 

6 

3 

1 

4 

67 

102 

169 

126 



126 

20 

23 

13 

61 

17 

78 

.373 

39 

112 

109 

110 

219 

.31 

— 

51 

1S2 

2 

184 

8 

— 

8 

282 

3 16 

828 

1.3 

I 

16 

96 

— 

96 

1 

— 

1 

3 

5 

2 

13 

15 

8 

1 

9 

3 



3 

13 

— 

13 

— 

2 

2 

,238 

1,365 

3,603 
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Special  Funds  Fleet*  Passenger 

Commercial 

T otal 

Agriculture  

10 

9 

12 

Auditor  General 

297 

— 

297 

Forests  and  Waters 

56 

226 

282 

Health  

115 

1 

116 

Internal  .\ffairs 

21 

10 

31 

Justice 

17 

71 

88 

Labor  and  Industry 

17 

9 

26 

Military  Affairs 

12 

26 

38 

Mines  and  Mineral  Industries 

9 

12 

14 

Education  

6 

21 

27 

Revenue 

19 

4 

23 

Public  Welfare 

116 

55 

171 

Commerce  

3 

— 

3 

Community  Affairs 

1 

— 

1 

Historical  and  Museum  Commis- 
sion 



1 

1 

Civil  Defense  . 

— 

28 

28 

Treasury  

7 

— 

7 

Banking 

1 

— 

1 

State  Police 

1,325 

70 

1,395 

Fish  Commission 

44 

117 

161 

Game  Commission 

127 

228 

355 

Liquor  Control  Board 

.32 1 

34 

355 

Milk  Marketing  Board 

7 

— 

7 

TOTALS 

2,524 

915 

3,439 

GRAND  TOTALS  ALL  FLEETS 

4,762 

2,280 

7,042^ 

* Department  oi  Higlnvays  not  indiuled. 


State  Automotive  Fleet  Program — Automotive  Bureau 

The  Automotive  Bureau  of  Property  and  Supplies  has  three  ilivisions; 
(1)  Maintenance  and  Inspection,  (2)  Purchasing  and  Specifications,  and 
(3)  Disposition  and  Records. 

The  State  maintains  a garage  at  Harrisburg  for  the  storage  of  the 
305  temporary  fleet  pool  cars.  This  garage  has  gasoline  pumps  which 
service  approximately  720  cars  in  the  Harrisburg  area. 


The  garage  also  uiaiiitaiiis  a staff  ol  seven  mechanics  who  are  avail- 
able to  provide  full  maintenance  on  the  fleet  pool  cars  stored  at  Harris- 
burg. It  was  the  recommendation  ot  the  Director  of  the  Automotive 
Hureau  that  the  mechanic  staff  be  increased  to  15  so  that  all  720  Harris- 
burg area  cars  could  be  maintained  at  the  State  garage.  This  proposal 
has  not  been  accepted. 

At  the  j)resent  time,  most  maintenance  on  State  cars  is  accomplished 
through  commercial  garages  who  have  agreements  tvith  the  State.  The 
State-owned  cars  outside  of  the  Harrisburg  area  obtain  their  gasoline 
through  the  Department  of  Highways'  service  sheds  located  throughout 
the  State.  If  they  are  unable  to  obtain  gasoline  through  these  sources, 
they  then  use  their  Commonwealth  of  Pennsylvania  credit  cards  at  com- 
mercial gasoline  stations. 

Currently,  the  Director  of  the  Automotive  Bureau  has  a program  for 
washing  tlie  fleet  pool  cats  weekly  through  an  outside  service.  Other 
State-ovvmed  cars  are  cvashed  through  commercial  sources.  The  Director 
of  the  ,\utomoti\c  Bureau  proposed  that  an  automatic  washing  machine 
be  installed  at  a cost  of  .‘>12,000  in  the  State  garage.  This  could  be  used 
to  wash  all  of  the  720  cars  based  in  the  Harrisburg  area.  This  proposal 
was  not  accepted. 

I.N'SPECTION 

There  are  six  field  inspectors  scattered  throughout  the  State,  each 
with  a certain  number  of  counties  under  his  jurisdiction.  The  field  in- 
spectors periodically  inspect  all  State-owned  vehicles  within  their  juris- 
diction to  insure  that  proper  maintenance  is  being  carried  out  so  that 
the  manufacturer’s  warranty  remains  in  effect.  .\l.so,  they  are  on  call  to 
inspect  vehicles  with  serious  maintenance  problems  to  help  the  agency 
involved  obtain  a remedy  for  the  problem  at  the  least  cost  to  the  State. 

The  Director  of  the  .Vutomotive  Bureau  has  recommended  that  three 
additional  field  inspectors  be  named  to  bring  the  total  to  nine  so  that 
each  inspector  would  have  a smaller  territory  to  cover.  This  proposal 
was  not  accepted. 

Purchasing  and  Spech-ications 

The  Executive  Board  is  responsible  for  determining  which  agencies 
are  to  receive  executive  type  cars,  which  are  to  receive  standard  passenger 
cars  and  which  are  to  receive  intermediate  passenger  cars.  Once  these 
criteria  are  established,  the  .Automotive  Bureau  follows  the  rules  in 
acquiring  vehicles. 
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The  \ehicles  are  purchased  through  closed  bids  rvhich  are  advertised 
and  are  open  to  all  Pennsylvania  automotive  dealerships.  The  specifica- 
tions are  uTitten  by  an  engineer  from  tire  Bureau  of  Standards  based  on 
the  criteria  established.  All  of  the  vehicles  are  purchased  through  the 
successful  bidder.  Tlie  bids  are  let  once  each  year  following  the  budget 
approval  at  the  time  the  funds  for  the  automotive  replacement  become 
available. 

The  nerv  cars  are  delivered  at  approximately  20  per  week  to  the  Har- 
risburg garage.  The  agencies  rvho  receive  the  cars  are  notified  as  soon 
as  their  vehicles  arrive  to  bring  their  old  cars  to  Harrisburg  to  the  garage 
lo  exchange  them  for  the  new. 

Disposition  and  Records 

Each  agency  having  State-owned  cars  has  an  automotive  officer.  The 
Director  of  the  Automotive  Bureau  communicates  the  automotive  policy 
for  the  State  through  these  automotive  officers. 

Each  driver  must  submit  a PSAB-5  form  to  his  automotive  officer  everv 
month.  The  form  contains  information  on  the  mileage,  the  locations 
traveled  to  and  from  and  the  amount  and  cost  of  gasoline,  oil  and  main- 
tenance. The  forms  are  fonvarded  by  the  automotive  officer  to  the  Dis- 
position and  Records  Division  of  the  Automotive  Bureau  which  uses 
them  as  a basis  for  establishing  statistics  on  the  State-owned  automotive 
fleet.  Print-out  records  are  made  by  an  electric  accounting  machine 
periodically  to  give  the  Director  of  the  Automotive  Bureau  reports  of 
the  operating  statistics  for  each  of  the  State-owned  vehicles. 

The  only  exception  to  this  is  the  fleet  maintained  by  the  State  Police. 
The  State  Police  maintain  their  own  statistical  records  separately. 

The  print-out  reports  are  used  for  many  purposes,  one  of  -which  is  to 
determine  the  vehicles  which  are  ready  for  disposal.  Once  a year  such  a 
print-out  is  studied,  and  all  vehicles  over  four  years  in  age  or  vehicles 
which  have  traveled  in  excess  of  60,000  miles  are  replaced.  The  Director 
of  the  Automotive  Bureau  formulates  his  budget  proposal  for  a replace- 
ment fund  based  on  the  number  of  cars  which  evolve  from  this  study, 
less  the  expected  sale  value  for  the  cars  tvhich  are  sold. 

The  cars  are  sold  at  public  auctions  held  periodically  throughout  the 
year.  Notices  are  printed  and  distributed  to  a twelve-county  area  sur- 
rounding Harrisburg,  and  the  auctions  are  held  in  the  State  garage  in 
Harrisburg.  A licensed  auctioneer  does  the  auctioning. 
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(»ENKRAL  ObSLRVAHONS 

Tliose  agencies  having  special  linuls  or  having  access  to  Federal  iunds 
generally  are  in  better  condition  with  regard  to  their  automotive  fleets 
than  the  General  Fund  agencies.  They  appear  to  have  a much  greater 
chance  ot  having  their  budget  recpiests  for  automotive  equipment  ap- 
proved as  submitted  than  do  those  agencies  ^vho  are  dependent  on  the 
Automotive  Bureau  ot  Property  and  Supplies  to  obtain  the  necessary 
Iunds  to  service  their  automotive  needs. 

'Fo  illustrate,  one  need  only  to  compare  the  Licpior  Control  Board 
(Icet  to  the  I)e|)artinent  ot  Health  fleet.  The  former  normally  can  re- 
plenish its  fleet  entirely  every  two  yeais  while  the  Department  of  Flealth 
is  still  operating  some  vehicles  which  arc  six  ycais  old. 

d'he  Public  FUility  Ciommission  has  a uniejue  arrangement  in  that  it 
leases  51  passenger  cars.  I’his  is  the  only  State  agency  which  has  a leasing 
arrangeinetit.  Noimtdly,  leasing  is  not  attractive  to  the  State  since  the 
vehicles  are  orvnecl  by  commercial  leasing  companies  who  cannot  pur- 
chase cars  as  economically  as  the  State  because  their  purchases  are  sub- 
ject to  Federal  and  State  taxes.  The  P.U.C.  has  the  lease  arrangement 
due  to  a statute  which  prevents  them  from  using  their  funds  to  purchase 
machinery  and  ecpiipment.  Leasing  circumvents  this  restriction.  It  is 
suggested  that  the  P.U.G.  lenegotiatc  their  lease  arrangement  at  the 
earliest  opportunity  to  eliminate  the  insurance  coverage  and  have  these 
vehicles  covered  under  the  State's  blanket  policy  applicable  to  the  bal- 
ance of  the  fleet.  I'hese  leased  cars  are  covered  by  a $50  deductible  pro- 
vision which  is  very  costly.  The  State  shoidd  self-insure  for  collision 
damage. 

I'he  General  Fund  passenger  tar  fleet  is  too  old  to  be  operated  eco- 
nomically. This  condition  has  been  brought  about  over  a period  of  time 
by  the  need  to  increase  the  size  of  the  fleet  without  having  a correspond- 
ing increase  in  the  funds  available  to  do  the  job.  Therefore,  if  an  agency 
recpiired  additional  cars,  they  would  be  asked  to  hold  on  to  some  older 
cars  rather  than  retiring  them.  This  was  evidently  the  only  way  the 
transportation  needs  could  be  met.  These  older  cars  not  only  have  de- 
preciated to  the  point  where  their  resale  value  is  low,  but  they  are 
undoubtedly  incurring  higher  than  average  maintenance  expenses. 

As  of  December  31,  1968,  there  were  1,145  passenger  vehicles  ranging 
in  age  from  three  model  years  old  to  six  model  years  old  in  the  General 
Fund  fleet,  1,093  cars  one  to  two  model  years  old.  There  were  no  1969 
model  vehicles  in  the  fleet. 
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As  the  services  wliicli  State  agencies  are  asked  to  render  increase,  their 
transportation  needs  increase  c orresj)ondingly.  The  tunds  required  to 
satisfy  these  needs  liavc  not  kept  pace;  and  in  the  long  run,  the  State 
will  be  faced  with  a larger  outlay  of  funds  to  refurbish  its  automotive 
fleet  than  woidd  have  been  the  case  if  the  fleet  was  updated  as  increases 
occurred. 

60.  The  Ge?ieral  Fund  passenger  car  fleet  is  too  old  to  be  operated  eco- 

nomically. This  has  been  brought  about  by  the  need  to  appro- 
priate general  revenues  annually  for  the  purchase  of  cars  as 
contrasted  icith  the  special  funds  -where  annual  appropriations 
are  not  needed.  Funds  should  be  appropriated  to  the  Department 
of  Property  and  Supplies  in  a sufficient  amount  to  move  toward 
reducing  the  age  of  the  fleet  markedly. 

The  most  critical  item  in  judging  the  value  of  a used  car  is  its  model 
year.  Therefore,  it  is  important  to  obtain  as  many  new  vehicles  as  soon 
as  possible  after  introduction  of  the  new  models  each  year.  This  nor- 
mally is  in  October  and  Xovember.  ^Vhth  a fairly  high  mileage  rate, 
these  cars  should  be  kept  about  two  years,  auctioned  off  and  replaced. 
All  of  the  automotive  officers  interviewed  complained  about  the  tremen- 
dous time-lag  between  submission  of  their  automotive  rec|uirements  to 
Property  and  Supplies  and  delivery  of  new  vehicles.  This  delay  obvi- 
ously not  only  inconveniences  the  users,  but  makes  it  impossible  to  obtain 
new  vehicles  early  in  the  model  year.  As  of  March,  no  1969  model  cars 
had  yet  been  delivered  to  the  State  fleet. 

61.  Cars  should  be  ordered  as  early  in  the  model  year  as  is  possible  and 

deliveries  should  be  scheduled  as  fast  as  practicable. 

Due  to  the  very  high  mileage  experience  of  the  State  Police  fleet,  it 
should  be  considered  separately  and  given  special  attention.  Normally 
the  State  Police  expect  an  average  of  ,50,000  miles  per  year  on  some 
vehicles.  As  soon  as  cars  have  50,000  miles,  they  are  turned  in  for  replace- 
ment. Because  of  the  long  delay  between  the  requests  for  cars  and  de- 
livery, as  noted  previously,  the  State  Police  must  estimate  far  in  advance 
the  number  of  cars  which  will  have  50,000  miles  or  more  on  their  odome- 
ters by  the  time  they  expect  them  to  be  replaced. 

The  State  Police  estimated  their  requirements  for  fiscal  year  1968-1969 
at  800  vehicles  and  submitted  their  request  on  October  1,  1968.  This 
request  was  not  approved  by  the  Governor’s  office  and  submitted  to 
Property  and  Supplies  until  January  10,  1969.  As  of  the  date  the  State 
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Police  were  intei  viewed,  Feljiuary  115,  1969,  no  order  lor  new  vehicles 
had  yet  been  placed  by  Property  and  Supplies.  This  is  a five-month 
period  and  belore  tite  first  new'  vehicles  will  have  been  ilelivered,  it  pos- 
sibly will  be  7 months  or  longer.  P)y  that  lime,  the  800  vehicle  estimate 
will  probably  not  be  rery  accurate,  and  many  vehicles  will  remain  in 
service  with  more  than  50,000  miles  on  them.  Needless  lo  say,  for  critical 
police  work  these  tars  must  be  in  top  operating  condition  at  all  times, 
and  this  becomes  an  iiureasingly  difficult  problem  with  cars  having  ex- 
cessive mileage.  This  situation  is  not  unique  with  the  State  Police,  but 
due  to  their  tremendous  mileage  experience  and  large  number  of  ve- 
hicles, it  is  verv  important  to  handle  these  requests  expeditiously. 

Because  many  ol  theii  men  spend  the  greater  part  of  their  time  in 
automobiles,  the  State  should  also  consider  equipping  those  cars  used 
on  patrol  with  air  (onditioners.  Much  of  the  initial  cost  of  air  condi- 
tioners is  reclaimed  at  turn-in  by  a higher  resale  value.  Not  only  would 
this  be  a morale-booster  and  recruiting  plus,  but  the  men  themselves 
should  be  more  alert  and  efficient  in  their  busiest  season  of  the  year, 
the  summer  vacation  months.  'I'he  State  Police  are  presently  operating 
ail  conditioned  cars  on  Turnpike  patrol  cars  only. 

62.  The  lime  lapse  heticeen  the  re(jiiest  for  new  cars  and  delivery  of 
the  vehicles  must  be  shortened.  This  is  particularly  critical  in 
the  case  of  State  Police  cars  where  some  vehicles  must  be  used 
past  their  top  operating  condition  due  to  failure  to  receive  new 
replacements  on  schedule.  This  can  result  in  a hazard  to  the 
police  and  the  public. 

In  general,  the  jtrocedures  established  by  the  Automotive  Bureau  for 
the  atitomotive  fleet  program  are  good.  The  mechanics  controlling  the 
procedures  also  are  good.  However,  due  to  the  complexity  of  the  fleet 
[jlus  the  lack  of  time  and/or  people,  the  eflectiveness  of  the  surveillance 
is  ([uestionable.  For  instance,  the  State  has  agreements  for  maintenance 
services  with  commercial  concerns.  These  agreements  call  for  special 
paits  discounts,  etc.,  in  return  for  the  volume  of  work  which  the  State 
has  to  offer.  Such  agreements  should  be  renegotiated  at  least  once  each 
year  to  insure  that  the  State  is  receiving  the  lowest  prices  available  on 
maintenance  service.  As  far  as  could  be  determined,  these  agreements 
go  on  for  years  with  no  pressure  on  the  repair  agencies  to  keep  on  their 
toes  service-wise  and  price-wise. 
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6S.  The  State’s  agreements  with  commercial  concerns  for  maintenance 
services  should  be  renegotiated  each  year  to  insure  that  the  State 
is  receiving  the  best  possible  serxnces  for  the  lowest  possible  prices. 

The  size  of  the  Commonwealth’s  Heet  presents  supply  logistics  prob- 
lems, one  of  the  gieatest  of  which  is  tires.  The  State  garage  in  Harris- 
burg maintains  a very  large  inventory  of  tires.  This  inventory  tvas  so 
large,  in  fact,  that  specifications  for  new  cars  must  be  written  to  insure 
that  the  vehicles  obtained  can  operate  safely  and  will  accommodate  the 
tires  the  State  has  on  hand.  In  industry,  there  is  a general  trend  toward 
keeping  inventories  low'  and  forcing  suppliers,  in  a competitive  market, 
to  maintain  needed  inventories.  With  the  tremendous  buying  power  of 
the  State,  it  w'ould  seem  to  make  sense  for  competitive  annual  bids  to  be 
let  to  all  interested  tire  manufacturers  for  firm  prices  on  the  many  types 
and  sizes  of  tires  they  make.  The  successful  bidder  w'ould  then  advise 
all  of  their  Pennsylvania  outlets  of  the  arrangements  w’itli  the  State,  and 
possibly  the  Commonwealth  credit  cards  could  be  used  as  a vehicle  for 
charging  the  cost  of  the  tires  and  installation  costs  back  through  Prop- 
erty and  Supplies  tcj  the  using  agency. 

Other  accessories  such  as  w'indshield  wdper  blades,  air  and  oil  filters, 
bulbs  and  batteries,  might  also  lend  themselves  to  annual  firm  price  bids. 

6T  The  Commonwealth  should  discontinue  stockpiling  tires  and  acces- 
sories. Firm  prices  should  be  obtained  annually  from  manufac- 
turers and  delivery  taken  as  needed,  perhaps  by  use  of  credit 
cards. 

Automotive  Bureau  policy  requires  approval  on  all  repairs  to  State 
\ehicles  in  excess  of  $35.00.  The  reejuests  for  approval  must  be  accom- 
panied by  three  estimates.  Due  to  the  rising  costs  of  repairs  in  the  last 
five  years,  it  is  very  difficult  to  repair  much  of  anything  for  less  than 
$35.00.  A more  realistic  approach  would  be  to  eliminate  the  necessity 
for  obtaining  estimates  for  normal  maintenance  providing  the  vehicles 
are  taken  to  approved  dealerships  and  the  fleet  discount  card  is  used. 
For  repair  of  damages  or  repairs  other  than  normal  maintenance,  tw’o 
estimates  should  be  obtained  for  repairs  in  excess  ot  .$50.00.  .\ormal  main- 
tenance would  include  such  items  as  lubrication,  oil  change,  tire  rota- 
tion, motor  tune-up  (including  cleaning  PCV  valves) , brake  relining, 
etc.  Other  than  normal  maintenance  w'ould  fall  in  the  area  of  repairs 
such  as  valve  grinding,  transmission  repairs,  piston  ring  replacement, 
collision  damage  repairs,  etc. 
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Most  of  the  more  tostiv  repair  jobs  involving  the  engine  and  drive 
train  are  covered  by  the  manufacturers’  warranties  for  a period  of  five 
years  or  50,000  miles  provided  the  cars  have  received  the  recommended 
maintenance  service.  This  point  must  be  stressed  with  all  State  drivers 
to  help  reduce  costly  repairs.  much  broader  warranty  coverage  was 
in  effect  on  1966-68  models  for  two  years  or  21,000  miles.  Beginning  with 
1969  models,  this  broad  coverage  is  in  effect  for  twelve  months  or  12,000 
miles. 

65.  For  normal  maintenance  no  bids  should  be  required  provided  work 
is  done  by  concerns  referred  to  i}i  Reconimcndation  No.  63.  Where 
it  is  not  feasible  to  utilize  those  under  agreement  and  for  those 
sewices  other  than  normal  maintenance,  two  bids  for  xeork  in 
excess  of  S'tQ.OO  is  recommended . .311  state  drivers  should  be 

alerted  to  those  items  covered  by  xvarranties. 

rhe  iVutomotive  Bureau  has  six  vehicle  inspectors  each  of  whom  has 
a several  county  area  to  service.  These  inspectors  are  really  vehicle 
auditors.  They  inspect  to  insure  compliance  with  manufacturers’  war- 
ranties and  State  vehicle  inspections.  They  also  are  available  to  check 
major  repair  estimates  prior  to  approval  lor  repair.  The  value  of  these 
inspectors  is  difficult  to  ascertain.  However,  since  the  Automotive  Bureau 
has  tried  to  increase  their  number  to  nine  and  since  several  of  the  largest 
agencies  (in  terms  of  numbers  of  vehicles)  have  found  it  expedient  to 
maintain  their  own  inspectors,  they  undoubtedly  serve  a very  useful 
function.  These  jobs,  however,  are  political  in  nature  and  are  subject 
to  fre([uent  change.  One  interviewee  stated  he  knew  of  one  vehicle  in- 
spector Avho  was  a florist  prior  to  his  appointment.  To  be  truly  effective, 
these  men  should  be  former  mechanics  and  their  jobs  should  be  under 
Oivil  Service. 

Ihe  Director  of  the  Automotive  Bureau  of  Property  and  Supplies  has 
a very  important  role  to  play  in  the  administration  of  the  State’s  auto- 
motive fleet.  As  indicated  previously,  this  program  is  highly  complex 
and  if  not  handled  intelligently,  it  could  cost  the  Commonwealth  a con- 
siderable amount  of  money.  There  are  33  agencies  involved  with  a total 
of  7,042  vehicles,  not  including  the  large  number  of  Highways  Depart- 
ment vehicles,  larger  than  any  fleet  in  industry  and,  due  to  the  many 
agencies  and  different  uses  to  which  the  vehicles  are  put,  far  more 
complex. 


All  large  industrial  fleets  have  a professional  lleet  administrator  to  run 
them.  There  are  fleet  publications  and  fleet  associations  and  fleet  admin- 
istration is  truly  a profession.  To  effectively  direct  the  State's  automotive 
fleet  operations,  even  an  experienced  man  would  need  a year  or  more 
just  to  gain  an  appreciation  of  what  the  program  contains  and  what  its 
needs  and  problems  are.  It  is  strongly  recommended  that  the  position 
of  Director  of  the  Automotive  Bureau  of  Property  and  Supplies  be  made 
a Civil  Service  job.  This  in  no  way  is  meant  to  reflect  on  the  job  the 
incumbent  director  is  performing.  He  is  doing  a conscientious,  eflcctive 
job,  but  he  will  admit  that  it  took  two  years  to  bring  him  to  the  point 
tvhere  he  truly  became  effective. 


66.  The  position  of  Director  of  the  Automotive  Bureau  and  certain  posi- 
tions under  his  direction,  particularly  the  automotive  inspectors, 
should  be  placed  under  Civil  Sewice. 


As  covered  previously,  there  is  a pool  fleet  maintained  by  the  Auto- 
motive Bureau  of  Property  and  Supplies  in  Harrisburg.  This  pool  is  at 
the  disposal  of  State  employes  requiring  temporary  transportation.  A 
request  form  must  be  approved  by  an  official  of  each  agency  prior  to 
submission  to  the  dispatcher  at  the  garage.  The  si/e  of  this  pool  has 
increased  from  80  cars  in  1966  to  305  cars  presently  because  of  the  gen- 
eral feeling  that  it  is  less  expensive  to  operate  the  pool  cars  than  to 
allotv  State  employes  .S.IO  per  mile  to  operate  their  own  cars  on  State 
business.  This  would  certainly  be  true  provided  that  the  pool  cars  ex- 
perience a high  level  of  activity  and  resultant  high  monthly  mileage.  It 
appears  that  this  is  not  precisely  the  case.  Mileage  records  indicate  that 
the  use  of  pool  cars  is  not  particularly  high.  A careful  study  should  be 
made  to  determine  whether  it  would  be  more  economical  to  reduce  the 
pool  fleet  to  a more  efficient  number.  This  would  necessitate  a greater 
use  by  State  employes  of  their  personal  cars,  but  this  should  be  more 
than  offset  by  the  reduction  in  })urchasing,  maintenance,  inspection, 
storage,  and  operating  costs  if  the  State  pool  fleet  were  cut  to  a more 
efficient  size. 

61.  Mileage  records  indicate  that  the  use  of  the  cars  in  the  Harrisburg 
pool  is  not  particularly  high.  A careful  study  should  be  made  to 
determine  if  the  pool  should  be  reduced  to  a more  efficient  num- 
ber, or  eliminated. 
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The  Recommendations 


CAPITAL  BUDGETING-ORGANIZATION 

The  Little  Hoover  Committee  recommends  that  the  planning  function  now  car- 
ried out  by  the  State  Planning  Board,  as  far  as  it  concerns  the  responsibility 
for  preparation  of  the  capital  budget  of  the  Commonwealth,  including  a five- 
year  program  of  capital  expenditures,  be  reorganized  in  such  a manner  as  to 
make  capital  improvements  planning  an  integral  part  of  the  functions  of  the 
Governor's  Office  and  staff. 

1.  A Planning  Director  should  be  appointed  by  and  be  directly  responsible 
to  the  Governor,  to  serve  at  his  pleasure,  at  a salary  commensurate  with 
the  responsibilities  of  the  office.  The  Planning  Director  would  be  on  a 
coordinate  level  with  the  Secretary  of  Administration  and,  if  the  office  is 
separate,  the  Budget  Secretary. 

2.  Assign  to  the  Planning  Director  and  staff  the  functions  of  reviewing  all 
requests  for  items  to  be  included  in  both  the  five-year  capital  budget  and 
the  five-year  operating  budget  required  by  the  recent  amendments  to 
the  Constitution;  the  coordination  of  the  long-range  programming  as- 
pects of  a planning-programming-budgeting  system;  and  the  regulation 
and  coordination  of  long-range  departmental  planning.  The  prepara- 
tion of  both  the  five-year  and  annual  capital  and  operating  budgets 
should  be  the  responsibility  of  the  Budget  Secretary.  It  should  be  the 
responsibility  of  the  Planning  Director  and  Budget  Secretary  to  coor- 
dinate the  long-range  planning  processes,  with  the  Governor  making  fi- 
nal determinations. 

3.  The  State  Planning  Board,  as  an  advisory  body  to  the  Governor,  would 
receive  its  staff  support  from  the  Planning  Director  and  his  staff. 

4.  Require  the  State  Highway  Commission  to  submit  to  the  Planning  Direc- 
tor for  review  and  submission  to  the  Budget  Secretary  for  incorporation 
into  the  five-year  capital  budgets,  the  Commission's  long-range  highway 
program. 

5.  Require  all  requests  for  authorizations  of  new  community  colleges  to  be 
reviewed  by  the  Planning  Director  prior  to  transmittal  to  the  Governor 
for  his  approval  so  that  the  capital  costs  created  by  such  authorizations 
may  be  included  in  future  five-year  and  annual  capital  programs. 


107 


6.  Require  all  other  agencies  of  the  Commonwealth  which  propose  to  spend 
funds  from  whatever  source,  whether  borrowed  under  new  or  prior  au- 
thorizations, or  from  Federal  grants  or  State  taxes  or  other  revenues,  to 
submit  to  the  Planning  Director  their  programs  prior  to  inclusion  in  the 
capital  programs  of  the  Commonwealth. 

CAPITAL  BUDGET-DEFINITIONS 

7.  Establish  a definition  of  capital  expenditures  to  include  administrative 
costs  related  to  design  and  construction  of  capital  facilities,  to  be  drawn 
up  by  the  Planning  Director  in  consultation  with  the  Secretary  of  Admin- 
istration and,  if  a separate  office,  the  Budget  Secretary  for  review  and 
approval  of  the  Attorney  General. 

8.  Include  in  the  capital  budget  all  items  of  a capital  nature,  to  include 
equipment  expenditures,  which  previously  have  been  carried  in  operating 
budgets.  Capital  budget  items  may  be  financed  from  current  revenues, 
as  well  as  from  borrowed  funds. 

9.  State  expenditures  in  the  form  of  subsidies  paid  to  local  governments 
or  private  institutions  in  support  of  their  capital  outlays  should  either  be 
included  in  the  Commonwealth's  capital  budgets,  or  identified  and  cross- 
referenced  to  the  appropriate  sections  in  the  operating  budget  where 
they  are  set  forth  as  subsidies. 

10.  Request  the  Attorney  General  and  his  staff  to  review  existing  laws  on 
planning  and  budget  and  related  matters  with  a view  to  recommending 
specific  changes  in  statutes  which  will  be  required  to  provide  the  legal 
basis  for  carrying  out  the  recommendations  of  the  Little  Hoover  Com- 
mittee. 

11.  For  purposes  of  computing  the  constitutional  limitation  on  debt  which 
can  be  incurred  to  finance  capital  expenditures,  a clear  statutory  defi- 
nition of  the  term  "revenue"  should  be  enacted. 

CAPITAL  IMPROVEMENTS-PLANNING 

Virtually  all  of  those  who  testified  before  the  Task  Force  on  Capital  Expendi- 
tures were  in  accord  that  the  most  glaring  deficiency  in  the  Commonwealth's 
capital  improvements  planning  process  is  the  lack  of  careful  and  adequate 
"pre-planning"— planning  at  the  conception  and  earliest  stages  of  considera- 
tion of  a project  and  prior  to  its  approval  for  construction. 

To  assist  in  correcting  this  deficiency  and  to  otherwise  improve  and  expedite 
the  capital  budget  procedure,  the  following  recommendations  are  offered: 
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12.  Facilities,  resources  and  funds  should  be  made  available  to  all  appro- 
priate agencies  for  adequate  pre-planning  of  structural  improvements 
at  conception  of  the  project,  including  an  architectural  program,  site  and 
services  availability  investigation  and  cost  estimate.  More  detailed  pre- 
planning, including  refined  plans  and  revised  cost  estimates,  should  be 
prepared  prior  to  inclusion  of  the  project  in  a current  annual  capital 
budget.  Ultimately,  projects  submitted  for  inclusion  in  either  long-range 
or  current  annual  capital  budgets  should  be  rejected  if  proper  pre- 
planning has  not  been  performed  and  plans  submitted. 

13.  Each  Commonwealth  department  or  other  agency  utilizing  and  having 
control  over  land,  buildings  or  other  capital  improvements  should  be  re- 
quired to  prepare  and  periodically  to  up-date  long-range  capital  de- 
velopment plans,  setting  forth  plans  for  utilization  of  existing  facilities 
and  of  proposed  future  land  and  structures  acquisitions.  Such  plans 
should  be  clearly  related  to  approved  future  functional  and  program 
objectives,  and  should  project  the  relationship  of  capital  plans  to  op- 
erating expenditures  (and  revenues  where  applicable)  for  a minimum 
future  period  of  five  years.  Where  applicable,  supporting  individual 
"campus  plans"  for  State-owned,  aided  or  related  institutions  should 
also  be  prepared  and  regularly  up-dated.  All  plans  should  be  prepared 
according  to  general  criteria  and  standards  promulgated  by  the  Plan- 
ning Director,  and  should  be  submitted  to  him.  In  turn,  such  plans  should 
be  submitted  to  the  Planning  Board  for  its  review  and  comments  or  rec- 
ommendations to  the  Governor,  who  should  give  final  approval  to  each 
agency's  plans.  After  a given  date,  no  agency  requests  for  capital 
improvements  to  be  included  in  long-range  or  current  annual  capital 
budgets  should  be  accepted  unless  an  approved  long-range  capital  im- 
provements development  plan  has  been  submitted  and  approved. 

14.  To  encourage  serious  departmental  concern  and  participation  in  five-year 
capital  budget  processes  the  Budget  Secretary,  in  concert  with  the  Plan- 
ning Director,  should  reject  for  inclusion  in  the  current  annual  capital 
budget  any  project  not  previously  included  and  approved  in  the  pre- 
ceding five-year  capital  budgets,  making  exceptions  only  in  cases  of 
clear,  urgent  and  defensible  emergencies. 

15.  As  a further  aid  and  support  for  realistic  capital  improvements  planning, 
it  is  considered  essential  that  the  often-proposed  and  often-delayed 
preparation  of  an  inventory  of  all  Commonwealth-owned  land  and  im- 
provements be  undertaken  promptly,  and  responsibility  and  procedures  be 
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established  for  maintaining  the  inventory  as  a perpetual  record  avail- 
able to  the  using  agencies,  agencies  responsible  for  building  construction 
and  maintenance,  and  the  Planning  Director. 

CAPITAL  BUDGET  AND  CAPITAL  PROGRAMS-ADOPTION 
Act  217,  the  Capital  Facilities  Debt  Enabling  Act  enacted  in  1968  and  to  be 
revised  or  extended  on  or  before  February  28,  1969,  provides  the  machinery 
for  implementing  the  annual  capital  budget. 

In  addition,  the  revised  State  Constitution,  effective  on  or  before  July  1,  1970, 
will  require  the  submission  to  the  General  Assembly  of  a five-year  operating 
and  a five-year  capital  program.  There  is  no  provision  in  the  Constitution  for 
action  on  either  of  these  programs  by  the  State  Legislature. 

However,  the  Little  Hoover  Committee  recommends  that: 

16.  The  General  Assembly,  in  its  revision  of  the  Capital  Facilities  Debt  En- 
abling Act  of  1968,  consider  the  feasibility  of  endorsing  or  adopting  in 
some  manner,  preferably  by  joint  resolution  of  both  Senate  and  House 
of  Representatives,  the  five-year  capital  program,  if  not  both  programs. 

17.  The  Committee  also  recommends  that  in  fixing  any  permanent  dates  both 
for  submission  and  action  by  the  General  Assembly  on  budgets  and  five- 
year  programs,  the  General  Assembly  recognize  the  desirability  of  taking 
action  on  capital  programs  in  advance  of  the  operating  programs,  so 
that  the  operating  programs  will  receive  the  necessary  funds  to  carry 
out  programs  envisioned  by  capital  expenditures. 

18.  It  is  also  recommended  that  the  General  Assembly  devise  an  appropri- 
ate means  of  requiring  that  new  capital  programs,  which  it  proposes  be 
added  to  or  subtracted  from  the  recommendations  made  by  the  Governor, 
be  submitted  via  the  Governor  to  the  Planning  Director  for  his  comment 
prior  to  the  action  being  taken,  in  order  that  the  legislature,  in  acting 
thereupon,  may  have  the  benefit  of  the  staff  work  that  the  planning 
staff  must  be  capable  of  providing. 

19.  Finally,  it  is  extremely  important  under  the  constitutional  debt  limitation 
provisions  recently  enacted  that  budgeted  capital  outlays  proposed  to 
be  financed  from  proceeds  of  borrowing  be  coordinated  with  current  and 
future  estimated  annual  amounts  that  may  be  borrowed  under  the  debt 
limitations.  Appropriate  cash-flow  statements  and  projections  should  be 
prepared  and  submitted  with  both  five-year  and  current  annual  capital 
budgets  to  assist  in  maintaining  realistic  limits  on  debt  to  be  authorized, 
in  relation  to  debt  which  may  actually  be  incurred  under  constitutional 
limits. 
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20.  It  is  recommended  that  the  responsibility  for  supervising  the  design  and 
construction  of  Commonwealth  non-highway  public  works  be  centralized 
in  the  Department  of  Property  and  Supplies  or  its  successor  agency. 

21.  It  is  recommended  that  a board  similar  in  composition  to  the  General 
State  Authority  board,  composed  of  members  representing  the  executive 
and  legislative  branches,  but  not  necessarily  either  cabinet  officers  or 
legislators,  to  be  appointed  by  the  Governor  and  the  respective  heads 
of  the  two  branches  of  the  General  Assembly,  be  established  for  the 
purpose  and  with  the  responsibility  of  reviewing  and  approving  the 
acceptance  of  bid  proposals  in  excess  of  amounts  estimated  in  the  capital 
budgets,  including  highways,  and  allocating  the  necessary  additional 
funds  from  amounts  earmarked  for  that  purpose  by  the  General  Assem- 
bly; and  in  addition,  that  the  Board,  to  be  known  as  the  Public  Works 
Commission,  also  review  the  qualifications  of  architects  and  engineers 
seeking  appointments  by  the  Commonwealth  with  a view  of  creating 
lists  from  which  the  appropriate  executive  appointments  can  be  made. 
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The  Problems  of  Capital  Budgeting 

Ihe  capital  expenUiUiie  structure  in  the  Cummoiuvealth  oi  Pennsyl- 
vania separates  into  substantiallv  three  areas,  nainelv,  planning-,  budget- 
ing and  execution. 

The  first  is  variously  conducted  by  (a)  individual  agencies  and  pro- 
gram developers  in  government  (b)  interested  groups  outside  government 
and  (c)  the  State  Planning  Board.  The  Board  is  the  only  agency  for- 
mally charged  by  law  with  this  duty,  described  in  the  most  general  terms 
in  the  Act  of  May  20,  1949  (P.  L.  IfiOS)  which  states: 

Prepare,  amend  and  keep  up  to  date,  a long-term  rlcvclopment  progiam  of  all 
major  State  improvement  projects.  The  public  works  piogram  so  prepared  shall 
be  a comprehensive  construction  and  hnancial  program  co\ering  a long-term 
period  and  shall  he  prepared  in  consultation  ts-itit  the  several  State  departments 
for  the  purpose  of  assisting,  by  long-term  budgeting  of  capital  expenditures,  in 
stabilizing  industr)  and  employment  by  promoting  the  planning  and  timing  of 
public  works  within  the  State  and  by  the  elimination  of  unplanned,  untimely, 
unnecessary  and  extravagant  projects.  .\11  State  departments,  divisions  and  of- 
ficials shall  submit  their  respective  long-term  programs  and  proposals  for  the 
information  of  the  board.  The  board  shall  encourage  the  preparation  of  de- 
tailed plans  for  construction  projects  by  the  dejiartinents,  boards,  commissions 
and  other  agencies  of  the  State.  .Ml  plans  for  all  projects  as  enumerated  abo\e 
and  originating  under  whatsoever  authority  or  department  shall  he  presented 
to  the  State  Planning  Board  for  its  information  when  first  taken  under  considera- 
tion by  such  authority  or  department  and  in  a preliminary  form.  Ihe  public 
works  progiam  shall  be  revised  annually  for  the  purpose  of  extending  it  one  year 
in  the  future  and  a repoit  thereon  shall  be  submitted  by  the  board  to  the  Gov- 
ernor once  a year,  or  more  often  if  requested  by  the  Governor.  It  shall  also  be 
the  duty  of  the  board  to  promote  and  encourage  the  development  of  similar  pub- 
lic works  programs  in  the  various  political  subdivisions  of  the  State  and  to  coor- 
dinate local  public  works  programs  where  joint  action  is  required. 

Enacted  in  1949,  the  statute  is  the  basis  tor  the  publication  in  recent 
years  ot  printed  capital  works  programs  which  have  received  insufiicient 
attention  by  the  General  Assembly  which  ultimatelv  must  implement 
any  public  works  piogram,  however  financed. 

I’he  law  appears  to  have  all  the  elements  necessary  tor  the  develop- 
ment ot  a successtul  public  works  program,  but  unloi  tunatelv  it  lodged 
authority  in  an  agency  which  could  only  carry  out  the  tunction  jnoposeil 
by  assuming  powers  delegated  by  other  legislation  to  other  agencies  ot 
more  importance  to  the  Governor  and  to  the  General  Assemblv. 

In  other  words,  as  long  as  the  Planning  Board  ^vent  through  the 
motions  of  prepaiing  a public  works  program  but  actually  did  not  do 


so,  it  rullled  no  leathers,  stirred  up  no  hornets’  nests  and  was  ignored. 
But  the  moment  it  attempted,  as  the  law  clearly  contemplated,  develop- 
ing not  only  public  works  plans  but  the  means  ol  financing  them,  it 
was  in  deep  difficulties. 

Consider  for  a moment  the  implications  of  financing— the  financing 
could  be  done  only  in  three  major  ways  from  debt,  from  current  revenue 
or  by  self-liquidation  from  earnings  of  projects  or  programs  earmarked 
to  pay  off  debt. 

But  nowhere  was  the  Planning  Board  given  either  the  authority  to 
contract  debt  or  to  determine  what  part  of  the  Commonwealth’s  current 
tax  revenues  should  be  devoted  to  the  financing  of  a particular  public 
works  project  which  is  considered  worthy  and  nece.ssary. 

Consider  the  relation  of  the  Planning  Board  to  the  Governor. 

While  located  within  the  Governor’s  Office  lor  administrative  services 
purposes,  it  is  an  independent  body  in  that  its  members  appointed  by 
the  Governor  serve  for  overlapping  terms  that  can  extend  beyond  the 
term  of  the  appointing  Governor.  Thus,  by  law  the  original  terms  of 
four  expire  in  one  year,  four  others  in  the  following  year,  another  four 
in  the  third  year,  and  the  terms  ol  the  last  three  in  a fourth  year.  This 
means  that  it  is  not  until  the  final  year  of  a Governor’s  term  that  all 
members  whom  he  is  eligible  to  name  are  of  his  selection.  What  is  even 
more  important  is  the  fact  that  at  the  beginning  of  his  term,  he  can 
appoint  only  three  or  four,  depending  on  what  terms  are  expiring,  and  if 
the  Governor  is  unable  to  win  immediate  confirmation  of  his  appointees 
by  the  Senate,  he  will  have  no  advocates  on  the  Board  except  those  who 
are  also  members  of  his  cabinet,  who  serve  as  ex-officio  members  of  the 
Board,  the  Secretaries  of  Agriculture,  Commerce,  Community  Affairs, 
Highways  and  Forests  and  'Waters. 

The  chief  objection  to  a board  of  this  sort  is  that  the  membership  has 
tended  to  be  bipartisan  in  an  agency  charged  with  one  of  the  most  sensi- 
tive jobs  in  government,  that  of  deciding  what  capital  projects  the  Com- 
monwealth will  undertake  to  advance  its  programs  and  the  priority 
given  such  projects. 

If  a Planning  Director  is  really  to  plan  and  is  to  have  any  voice  in 
deciding  what  portion  of  the  State’s  resources  are  to  be  devoted  to 
capital  and,  within  a capital  program,  how  each  program  or  category 
is  to  fare,  that  individual  must  be  directly  responsible  to  the  Governor 
in  fact  as  well  as  on  paper. 
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Alternatives  and  Recommendations 


Three  approaches  can  be  taken  to  the  preparation  of  the  capital 
budget. 

The  first  approach  would  be  the  continued  use  of  the  State  Planning 
Board  with  its  authority  and  responsibilities  more  clearly  stated  in  rela- 
tion to  the  operating  budget.  If  this  approach  is  adopted,  then  it  would 
also  be  necessary  to  revise  membership  on  the  Board  so  that  members 
serve  at  the  pleasure  of  the  incumbent  Governor,  and  also  to  eliminate 
operating  department  heads  from  membership  on  the  Board  and  replace 
them,  possibly  with  the  Pmclget  Secretary,  the  Secretary  of  Administra- 
tion (if  a separate  office)  and  the  Secretary  of  Public  Affairs.  I he  i)ui- 
pose  of  adding  these  staff  officers  of  the  Governor  is  to  give  him  a strong 
voice  in  the  Planning  Board  deliberations,  something  rvhich  he  now 
lacks. 

The  focus  of  the  Plannitig  Board  would  be  placed  on  the  preparation 
of  a five-year  plan  of  public  works  rather  than  the  annual  capital  budget. 
If  this  occurs,  then  the  current  year  of  the  five-year  plan  would  be  the 
current  capital  budget. 

Another  alternative  is  to  assign  the  full  task  for  preparing  the  capital 
budget  and  the  capital  five-year  plan  to  the  Budget  Office  which  is  now 
in  the  process  of  developing  a new  Planning-Programming-Budgcting 
System  with  this  goal  in  view.  This  rvoulcl  require  either  the  outright 
abolishment  of  the  capital  improvements  jrlanning  role  of  the  Planning 
Board,  or  a severe  curtailment  of  its  present  powers. 

So  far  as  the  Little  Hoov^er  Gommittee  is  concerned,  the  recommended 
alternative,  woidcl  be  to  establish  as  an  integral  part  of  the  Governor’s 
Office,  a Planning  Director  appointed  by  the  Governor.  The  Planning 
Director  woidcl  cooperate  with  the  Budget  Secretary  in  the  formulation 
of  both  the  capital  and  the  operating  five-year  budgets  reepdred  by  the 
Constitution.  Both  current  and  five-year  capital  and  operating  budgets 
would  be  prepared  by  the  Budget  Secretary.  In  the  preparation  of  the 
five-year  budgets,  the  Planning  Director  would  receive,  review  and  pre- 
pare recommendations  on  all  reejuests  for  items  to  be  included,  and 
would  submit  his  recommendations  to  the  Budget  Secretary.  In  the 
event  the  Budget  Secretary  should  not  concur  evith  the  recommendations 
of  the  Planning  Director,  the  issue  woidcl  be  resolved  by  the  Goiernor. 
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A major  rcsponsil:)ility  ol  the  Planning  Director  Avould  be  to  ascertain 
that  long-range  budget  retjuests  are  supported  by  evidence  of  adequate 
planning,  in  accordance  with  planning  criteria  promulgated  by  him. 

1 . .1  Flaniiing  Direclor  should  be  appointed  by  and  be  directly  respon- 

sible to  the  Governor,  to  sewe  at  his  pleasure,  at  a salary  com- 
mensurate with  the  responsibilities  of  the  office.  The  Planning 
Director  would  be  on  a coordinate  level  -with  the  Secretary  of 
Administration  and,  if  the  office  is  separate,  the  Bridget  Secretary. 

2.  Assign  to  the  Planning  Director  and  staff  the  functions  of  reviexving 

all  requests  for  items  to  be  included  in  both  the  five-year  capita! 
budget  and  the  five-year  operating  budget  required  by  the  recent 
amendments  to  the  Constitution:  the  i oordination  of  the  long- 
range  programming  aspects  of  a planning-programming-budgeting 
system:  and  the  regulation  and  coordination  of  long-range  depart- 
mental planning.  The  preparation  of  both  the  fve-year  and  an- 
nual capital  and  operating  budgets  should  be  the  responsibility 
of  the  Budget  Secretary.  It  should  be  the  responsibility  of  the 
Planning  Director  and  Budget  Secretary  to  coordinate  the  long- 
range  planning  processes,  with  the  Governor  making  fnal 
determinations. 

b The  State  Planning  Board,  as  an  advisory  body  to  the  Governor, 
would  receive  its  staff  support  from  the  Planning  Director  and 
his  staff. 

A determination  also  must  be  made  whether  the  Highway  Commis- 
sion, as  now  consiituted,  would  be  continued.  It  would  in  a sense  be 
vying  with  the  Planning  Director  and  the  Budget  Secretary  in  the  for- 
mulation of  a long-range  capital  program  because  it  is  soon  going  to  be 
apparent  that  a major  component,  if  not  the  major  component,  of  any 
live-year  capital  progiam,  will  be  the  construction  of  highways. 

Actually  there  should  not  be  two  authorities  preparing  public  works 
programs.  The  Budget  Secretary,  if  he  is  the  official  ultimately  deciding 
needs  and  uses  of  resources,  must  not  have  a rival  in  this  field,  vying 
for  the  same  resources,  viz.  the  borrowed  ftmds  available  under  the  new 
constitutional  ceiling.  The  new  debt  limit  makes  this  consideration  an 
imperative  one  if  any  future  programming  of  available  resources  for 
capital  works  is  to  function. 
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7.  Require  the  State  Highway  Cominissioi}  to  submit  to  the  Planning 
Director  for  review  and  submission  to  the  Budget  Secretary  for 
incorporation  into  the  fn>e-yenr  capital  budgets,  the  Commission’s 
long-range  highway  program. 

Similarly,  the  functions  of  the  Stale  lloaid  of  Education  in  the  devel- 
opment of  facilities  for  higher  education,  must  be  re\  iewed.  It  must  not 
be  empowered  to  a[>prove  new  community  colleges  and  other  educational 
programs,  involving  vast  capital  commitments,  wiihout  first  having  its 
place  designated  for  it  in  a long-range  capital  program.  'I'his  also  would 
apply  to  Federal  capital  funds  allocated  by  the  Higher  Education  Facili- 
ties Commission. 

As  an  example  of  the  problem  in  the  current  }ear,  the  Department  of 
Education  lists  two  net\'  communitv  colleges.  "What  this  means  in  terms 
of  capital  commitments  against  the  Commonwealth’s  fairly  rigid  debt 
limit,  is  completely  unknown.  This  is  surely  part  of  the  capital  program 
since  community  college  construction,  no  matter  who  undertakes  it,  rep- 
resents a 50  joer  cent  commitment  on  the  part  of  the  Commonwealth  for 
capital  expenditures. 

5.  Require  all  requests  for  authorizations  of  new  community  colleges 

to  be  reviewed  by  the  Planning  Director  prior  to  transmittal  to 
the  Governor  for  his  approval  so  that  the  capital  costs  created  by 
such  authorizatioyis  may  be  included  in  future  five-year  and  annual 
capital  programs. 

6.  Require  all  other  agencies  of  the  Commonwealth  which  propose  to 

spend  funds  from  whatever  source,  whether  borrowed  under  new 
or  prior  authorizations,  or  from  Federal  grants  or  State  taxes 
or  other  revenues,  to  submit  to  the  Planning  Director  their  pro- 
grams prior  to  inclusion  in  the  capital  programs  of  the  Common- 
wealth. 

Two  other  facets  of  existing  law  which  recpiire  consicleration  in  con- 
nection with  any  revision  of  the  procedures  for  the  development  of  cap- 
ital works  programs  are  Section  601  of  the  Administrative  Code,  the 
basic  authority  for  the  Governor’s  budget,  and  the  new  provisions  in  the 
Constitution. 

It  has  been  generally  assumed  that  Section  601  applies  only  to  the 
operating  budget,  but  this  is  not  a lact  so  much  as  an  historical  prece- 
dent. The  language  of  the  section  is  so  broad  that  it  encompasses  all 
budget  making,  both  operating  and  capital,  and  grants  powers  specifi- 
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cally  to  the  Budget  Secretary  which  are  in  direct  conflict  with  those 
assigned  the  Planning  Board  in  the  State  Planning  Code  of  1949,  a por- 
tion of  which  was  cited  above.  This  same  law,  however,  states  that  the 
Planning  Board  is  subject  to  all  the  provisions  of  the  Administrative 
Code  of  1929,  without  qualification  of  any  kind,  which  would  appear 
to  indicate  that  as  far  as  the  implicit  conflict  that  exists  between  the 
powers  on  budgeting  granted  to  the  Budget  Secretary  and  those  given  the 
Planning  Pioard  on  budgeting  of  capital  rrorks  is  concerned,  it  is  imme- 
diately resolved  in  favor  of  the  lUidget  Secretary  and  this  has  in  fact  been 
more  or  less  the  situation. 

Historically,  when  the  Planning  Board  has  sought  to  exercise  the 
[)owers  clearly  conferretl  on  it  by  the  Planning  Code  without  regard  to 
the  Budget  Secretary  exercising  the  same  powers,  if  the  Budget  Secretary 
has  entered  specific  and  energetic  objections,  the  Planning  Board  has 
generally  vacated  the  field  or  at  least  sought  some  kind  of  truce  with  the 
Budget  Secretary, 

But  the  conflict  has  never  been  satisfactorily  resolved  and  it  must  be, 
if  orderly  capital  budgeting  is  to  be  maintained. 

The  second  factor,  the  new  provisions  of  the  Constitution,  for  the 
first  time  not  only  requires  an  annual  operating  budget,  but  also  an 
annual  capital  budget,  apparently  to  be  presented  separately.  In  addi- 
tion, the  Governor  is  charged  with  submitting  a five-year  operating  plan 
and  a five-year  public  works  plan.  Only  the  current  annual  capital 
budget  must  be  adopted  by  the  General  Assembly. 

However,  the  Constitution  also  states  that  the  operating  budget  ap- 
propriations of  the  General  Assembly  in  any  given  year  cannot  exceed 
the  actual  and  estimated  revenues  available  and  surplus,  if  any.  This 
replaces  the  former  constitutional  requirement  for  a balanced  budget 
that  was  fixed  by  the  Constitution’s  ,|l,0fl0,000  debt  limit,  now' 
eliminated. 

It  is  an  interesting  sidelight  that  the  new  Constitution,  w'hile  permit- 
ting the  legislature  to  authorize  borrow'ing  for  specific  capital  projects 
itemized  in  the  capital  budget,  bars  both  the  executive  and  the  legisla- 
ture from  borrow'ing  anything  for  non-capital  purpose  w'ithout  the  ex- 
plicit approval  of  the  electors. 

The  only  exceptions  are  debt  required  to  suppress  insurrections,  or  to 
rehabilitate  areas  devastated  by  natural  or  man-made  disasters. 


CAPITAL  BlTDGET-nEFIXITIOXS 

It  is  worthy  ol  comment  that  as  ot  now  there  is  no  statutory  definition 
of  a capital  project.  Up  to  the  present,  in  the  Commonwealth  it  has 
been  limited  to  physical  things  built  or  purchased  for  the  Commonwealth. 

Here  are  some  of  the  things,  not  now  included,  that  possibly  should 
i)e  classified  as  capital  items  but  not  necessarily  to  be  financed  from 
borrotved  funds: 

Computers  and  peripheral  ecjuipment  purchased  by  the  Common- 
wealth either  outright  or  on  a lease-purchase  agreement. 

Grants  to  local  agencies  for  capital  purposes  such  as 

a.  Industrial  development  loans 

b.  Port  development,  Philadelphia  and  Erie 

c.  EIrban  renewal  and  redevelopment 

d.  Airport  development 

e.  Mining  area  restoration 

f.  Grants  to  municipalities  for  construction  of  utilities  serving  State 
institutions 

g.  Capital  equipment  at  State-otrned  and  State-related  colleges  and 
universities 

h.  Rental  and  sinking  fund  payments  to  school  districts 

i.  Non-operating  educational  TV  grants 

j.  Capital  payments  to  community  colleges 

Automotive  equipment. 

7.  Establish  a definition  of  capital  expeditures  to  include  administra- 
tive costs  related  to  design  and  construction  of  capital  facilities, 
to  be  drawn  up  by  the  Planning  Director  in  consultation  with  the 
Secretary  of  Administration  and,  if  a separate  office,  the  Budget 
Secretary  for  review  and  approval  of  the  Attorney  General. 

It  is  also  possible  that  the  .11,500,000  earmarked  in  the  Department  of 
Property  and  Supplies’  current  appropriation  for  salaries  and  expenses 
for  its  Bureau  of  Construction  can  be  construed  to  be  a capital  exjrense 
in  the  same  manner  as  the  administrative  costs  of  the  General  State 
■■Vuthority  and  other  authorities  are  construed  as  such. 

It  should  be  remembered  that  the  new'  Constitutional  provisions  do 
not  require  that  capital  w'orks  be  paid  for  w’ith  borrowed  money.  What 
it  does  require  is  that  there  be  a capital  budget  listing  or  itemizing 
projects  (and  possibly  programs) , and  a plan  for  paying  for  them,  w’hich 
in  a sense  is  w’hat  the  Planning  Code  now  requires  of  the  Planning  Board. 


S.  Include  ni  the  capital  budget  all  items  of  a capital  nature,  to  include 
equipment  expenditures,  which  previouslv  have  been  carried  in 
operating  budgets.  Capital  budget  items  may  be  financed  from 
current  revenues,  as  well  as  from  borrowed  funds. 

Slate  expenditures  in  the  form  of  subsidies  paid  to  local  governments 
or  private  institutions  in  support  of  their  capital  outlays  should 
either  be  included  in  the  Commonwealth’s  capital  budget,  or  iden- 
tiped  and  cross-referenced  to  the  appropriate  sections  in  the  oper- 
ating budget  where  they  are  set  forth  as  subsidies. 

What  does  tlie  Administrative  Code  no^v  letjuire  of  the  Budget 
Secretary? 

1.  It  requires  liini  to  obtain  the  information  from  rvhich  a budget  is 
constructed.  He  is  recjuired  to  |)repare  the  forms  and  distribute  them 
to  the  concerned  agencies  no  later  than  .August  15  of  the  year  before 
the  budget  is  to  be  submitted.  The  forms  provide  that  the  agencies 
supply  information  to  the  Budget  Secretary  on  revenues  and  expendi- 
tures, a list  f)l  appropriations  for  the  current  year,  the  expenditures  there- 
from, the  encumbrances  and  the  unencumbered  amounts  and  estimated 
amounts  of  mone\  needed  for  the  coming  fiscal  year,  as  well  as  estimates 
ol  revenue. 

The  Budget  .Secretary,  as  such,  is  not  doing  everything  recjuired  here, 
d'here  is  an  estimate  of  expenditures,  encumbrances  and  unencumbered 
balances  prepared  and  distributed  each  month  but  by  an  office  over 
which  he  has  no  control,  except  when,  as  is  currently  the  case,  the  offices 
of  Budget  Secretary  and  Secretary  of  Administration  are  held  by  the 
same  person. 

2.  The  estimates  of  revenues  and  expenditures  required  to  be  given 
the  Budget  Secretary  by  the  departments,  boards  and  commissions  and 
all  others  are  limited  to  money  to  be  received  or  spent  in  a fiscal  year, 
although  the  Budget  Secretary,  at  the  direction  of  the  Governor,  may 
make  additional  intpiiries  which  presumably  would  go  beyond  the  fiscal 
\ear,  if  that  was  the  Governor’s  instruction. 

.At  no  point  is  the  Budget  Secretary  given  authority  either  to  alter  or 
amend  the  estimates,  either  of  revenues  or  of  expenditures.  This  au- 
thority is  specifically  lodged  in  the  Governor,  who  can  only  do  so,  "after 
giving  to  each  department,  board,  commission,  institution  or  other 
agenev,  an  opportunity  to  be  heard.” 
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10.  Request  the  Attorney  General  and  his  staff  to  review  existi?ig  laws 
on  planjiing  and  budget  and  related  matters  with  a vieiv  to  recom- 
metiding  specific  chatiges  in  statutes  which  will  he  required  to 
provide  the  legal  basis  for  caiiying  out  the  recommendations  of 
the  Little  Hoover  Committee. 

The  Administrative  Ciode  must  be  revised  to  bring  it  into  line  rvitlt 
the  new  provisions  of  the  Constitution,  setting  forth  in  more  detail  than 
the  Constitution  how  the  various  facets  of  the  budget  are  to  be  presented 
to  the  General  Assembly,  and  what  actions  must  be  taken.  Again,  there 
should  be  a legal  definition  of  what  are  capital  projects,  of  what  should 
be  included  in  a five-year  operating  plan  and  what  should  be  indudetl 
in  a five-vear  capital  plan,  and  what  should  be  done  with  them.  Further- 
more. a legal  definition  of  revenue  is  badlv  needed,  particularly  since 
this  is  a term  used  in  both  the  Constitution  and  the  Administrative  Code. 

For  example,  the  budget  of  the  Highwavs  Department  includes  as 
revenue  what  is  received  from  non-tax  and  tax  sources,  from  borrowed 
lunds  and  from  Federal  grants,  but  the  General  Fund  budget  does  not. 
Revenue  in  that  case  is  limited  to  what  is  paid  into  the  State  Treasury 
from  taxes  and  related  non-tax  sources  while  the  term  “augmentations” 
has  been  applied  to  a ^chole  range  of  funds  from  other  sources,  particu- 
larly Federal. 

The  fact  that  the  Budget  Office  does  not  include  Federal  funds  as 
revenues  in  the  General  Fund  budget  results  in  greatly  distorted  fiscal 
data,  because  while  the  expenditures  do  incorporate  Federal  funds  in 
the  proposed  spending,  the  so-called  augmentations  are  appropriated 
only  in  blanket  terms.  There  is  no  attempt  whatsoever  to  control  the 
expenditure  of  borrowed  funds  except  bv  blanket  appropriations  made 
at  the  time  permission  is  granted  to  borrow,  which  mav  come  at  one  time 
for  a particular  bond  issue,  or  for  a whole  range  of  expenditures  on 
other  occasions. 

This  has  been  done  so  often  and  so  frequently  that  no  one  ever  raises 
the  question  as  to  whether  this  conforms  with  those  provisions  of  the 
Constitution  ■which  read: 

Article  III,  Section  11: 

The  General  Appropriation  bill  shall  embrace  nothing  but  appro- 
priations for  the  executive,  legislative  and  judicial  departments  of 
the  Commonwealth,  for  the  public  debt  and  for  the  public  schools. 
All  other  appropriations  shall  be  made  by  separate  bills,  each  em- 
bracing but  one  subject. 
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Then  wc  have  Section  24 


No  money  shall  be  paid  out  ol  the  treasury  except  on  appropria- 
tions made  by  law  and  on  warrant  issued  by  the  proper  officers. 

\\'hcther  blanket  appropriations  extending  over  a year  or  many  years, 
such  as  the  appropriation  of  moneys  in  the  Motor  License  Fund  to  build 
higliAvays,  meet  these  t^vo  Constitutional  rctpurements  is  open  to  ques- 
tion. 

II.  For  purposes  of  coniputi)ig  the  constitutional  limitation  on  debt 
(chich  can  be  incurred  to  finance  capital  expenditures,  a clear 
statutory  dcfnition  of  the  term  “revenue"  should  be  enacted. 


C;AIM  F.\L  IMl’RO\’EMENTS-PL ANNING 

Ehe  conclusion  of  the  Committee  as  to  the  outstanding  deficiency  in 
the  Commonwealth’s  public  improvements  planning  processes  tends  to 
substantiate  similai  conclusions  of  prior  studies  by  the  Peimsylvania 
Economy  League,  by  Day  and  Zimmerman,  Inc.  and  by  the  Stanford 
Research  Institute  (unpublished)  . This  conclusion  is  that  a major— 
if  not  the  major— cause  of  delays  in  design  and  construction,  changes 
liuring  construction,  erroneous  cost  estimates  and  unsuitable  finished 
projects  is  the  inadecptacy  or  total  absence  of  i)roper  and  realistic  pre- 
liminary planning  (pre-planning)  from  the  earliest  stages  of  concep- 
tion of  a capital  improvement  project. 

Instances  are  cited  in  the  aforementioned  study  reports,  and  have 
been  augmented  by  those  testifying  before  the  Task  Force,  where: 

.V.t  the  outset  of  design  of  an  approved  project,  the  projiosed  build- 
ing site  is  found  to  be  unavailable  or  unsuitable;  or  no  provision  is 
made  for  providing  necessary'  utility  services; 

.\t  the  opening  of  bids,  cost  estimates  are  found  to  be  totally  un- 
realistic; 

During  design  stages,  the  basic  design  features  or  characteristics  and 
even  the  use  concept  of  the  project  are  almost  totally  altered; 

During  construction,  major  alterations  of  design  and  purpose  are 
recjuested  and  undertaken; 


After  completion,  alterations  and  additions  are  Itegtin  tdmost  innne- 
diatelv  in  some  instances,  tvhile  in  others,  portions  of  completed  fa- 
cilities go  unused  or  are  used  for  unintended  purposes. 

The  blame  for  the  excessive  delays  and  costlv  changes  resulting  Irom 
these  instances  can  usuallv  be  traced  to  lack  of  clear,  carefully  devel- 
oped concepts  of  need  and  of  utilization  and  general  design  criteria  at 
the  time  a project  is  conceived  by  the  using  agency,  or  subsecjuently  at 
the  time  it  is  successivelv  approved  bv  the  department  head,  the  .State 
Planning  Pmarcl,  the  Governor  and  the  Legislature. 

The  most  common  recommendation  to  correct  this  major  deficiency 
has  been  to  initiate  formal,  professional  pre-planning  at  the  earliest 
stages  of  conception  of  all  major  building  projects,  to  include  devel- 
opment of  an  architectural  concept  or  program,  specification  of  general 
design  criteria  and  estimation  of  construction  costs. 

According  to  testimony  received  by  the  Committee,  steps  toward  car- 
rying out  this  objective  have  been  initiated  through  the  General  State 
.Vuthority.  Regardless  of  any  changes  which  might  take  place  in  the 
organizational  responsibilities  lor  design  and  construction  of  Common- 
wealth capital  improvements,  the  need  is  evident  for  carrving  forward 
this  program. 

12.  Facilities,  resources  cnul  fluids  should  be  made  available  to  all  ap- 
propriate agencies  for  adequate  pre-planning  of  structural 
improvements  at  conception  of  the  project,  including  an  archi- 
tectural program,  site  and  sendees  availability  investigation  and 
cost  estimate.  More  detailed  pre-planning,  including  refined  plans 
and  revised  cost  estimates,  should  be  prepared  prior  to  inclusion 
of  the  project  in  a current  annual  capital  budget.  Ultimately, 
projects  submitted  for  inclusion  in  either  long-range  or  current 
annual  capital  budgets  should  be  rejected  if  proper  pre-planning 
has  not  been  performed  and  plans  submitted. 

.\  major  impediment  to  effective  capital  improvements  programming 
or  budgeting  is  the  absence  or  inadequacy  of  comprehensive  long-range 
programs  for  development  of  Commonwealth  institutional  facilities. 
Such  comprehensive  plans  should  be  prepared  for  each  major  function 
and  for  each  institution  utilizing  State-owned  or  State-aided  bidldings, 
and  should  clearly  relate  future  capital  development  plans  to  approved 
operating  program  goals  and  objectives.  .Vvailabilitv  of  comprehensive 


development  plans  is  essential  to  permit  realistic  and  reliable  judgments 
as  to  individual  projects  requested  to  be  included  in  five-year  or  annual 
capital  budgets. 

13.  Each  Commonwealth  deparlment  or  other  agency  utilizing  and 
having  control  ox<er  land,  buildi)igs  or  other  capital  improvements 
should  be  recjtiired  to  prepare  and  periodically  to  up-date  long- 
range  capital  development  plans,  setting  forth  plans  for  utiliza- 
tion of  existing  facilities  and  of  proposed  future  land  and 
structures  acquisitions.  Such  plans  should  be  clearly  related  to 
approved  future  functional  and  program  objectives,  and  should 
project  the  relationship  of  capital  plans  to  operating  expendi- 
tures (and  revenues  where  applicable)  for  a rniniinum  future 
period  of  five  years.  Where  applicable,  supporting  individual 
“campus  plans”  for  State-owned,  aided  or  related  institutions 
should  also  be  prepared  and  regularly  up-dated.  All  plans  should 
be  prepared  according  to  general  criteria  and  standards  promul- 
gated by  the  Planning  Director,  and  should  be  submitted  to  him. 
In  turn,  such  plans  should  be  submitted  to  the  Planning  Board 
for  its  review  and  comments  or  recommendations  to  the  Goverrior, 
who  should  give  final  apjnoval  to  each  agency’s  plans.  After  a 
given  date,  no  agency  requests  for  capital  improvements  to  be 
included  in  long-iange  or  current  annual  capital  budgets  should 
be  accepted  unless  an  approved  long-range  capital  improvements 
development  plan  has  been  submitted  and  approved. 

A further  essential  aid  to  sound  capital  budgeting  is  a central  per- 
petual inventory  of  State-owned  land  and  improvements.  Earlier  reports 
on  the  Cotnmonwealth’s  capital  budget  procedures  have  recommended 
that  such  an  inventory  be  conducted,  but  no  specific  action  has  been 
taken  apparently  due  to  lack  of  available  funds  for  this  purpose. 

In  addition  to  the  need  for  preliminary  and  basic  comprehensive  plan- 
ning, aided  by  a capital  facilities  inventory,  it  is  important  that  those 
responsible  for  preparing  and  making  decisions  on  capital  budgets,  pro- 
posed to  be  the  Planning  Director  and  Budget  Secretary,  exert  certain 
discijtlinary  measures  to  assure  .serious  participation  by  those  agencies 
■sidjmitting  cajrital  budget  requests.  The  objective  should  be  to  make 
certain  that  adecjuate  preliminary  planning  has  been  completed  prior 
to  submission  of  capital  improvement  project  requests,  and  that  projects 
to  be  incorporated  in  current  annual  capital  budgets  have  been  sub- 
mitted and  approved  for  inclusion  in  prior  five-year  capital  budgets. 


H.  To  e7icouragc  serious  departuieutal  roucem  cnid  participatwu  iji 
five-year  capital  budget  processes  the  Budget  Secretary,  in  concert 
with  the  Planning  Director,  should  reject  for  inclusion  in  the 
current  annual  capital  budget  any  project  not  previously  included 
and  approved  in  the  preceding  five-year  capital  budgets,  making 
exceptions  o7ily  in  cases  of  clear,  urgent  and  defensible  emer- 
gencies. 

o 

15.  As  a further  aid  and  support  for  realistic  capital  improvements 
plafining,  it  is  considered  essential  that  the  often-proposed  aJid 
often-delayed  preparation  of  an  inventory  of  all  Commonxvenlth- 
owned  land  and  improve)nents  be  undertaken  pro))iplly,  and  re- 
sponsibility and  procedures  be  established  for  maijitaining  the 
inventory  as  a perpetual  record  available  to  the  usixig  agencies, 
agencies  responsible  for  building  conslructiori  and  maintenance 
and  the  Plannixig  Director. 


CAPITAL  BUDGE  l AND  CAPU  AL  PROGRAM-ADOPTION 

16.  The  Gexieral  Assembly,  in  its  revision  of  the  Capital  Facilities  Debt 

Enablmg  Act  should  consider  the  feasibility  of  endorsing  or 
adopting  in  some  manner,  preferably  by  joint  resolution  of  both 
Senate  and  House  of  Representatives,  the  five-year  capital  pro- 
gram, if  not  both  programs. 

17.  The  Committee  recommends  that  in  fixing  any  permanent  dates 

both  for  submission  and  action  by  the  General  .Issembly  on  bud- 
gets and  five-year  programs,  the  General  Assembly  recognize  the 
desirability  of  taking  action  on  capital  programs  in  advance  of  the 
operating  programs,  so  that  the  operating  programs  will  receive 
the  necessary  funds  to  carry  out  programs  envisioned  by  capital 
expenditures. 

IS.  It  is  also  recommended  that  the  General  Assembly  devise  an  ap- 
propriate means  of  requiring  that  new  capital  programs,  which  it 
proposes  be  added  to  or  subtracted  from  the  recommendations 
made  by  the  Governor,  be  submitted  via  the  Governor  to  the 
Planning  Director  for  his  comment  prior  to  the  action  being 
taken,  in  order  that  the  Legislature,  in  acting  thereupon,  may 
have  the  benefit  of  the  staff  work  that  the  planning  staff  must  be 
capable  of  providing. 


19.  Finally,  it  is  extremely  iinportant  under  the  constitutional  debt  lim- 
itation provisions  recently  enacted  that  budgeted  capital  outlays 
proposed  to  be  financed  from  proceeds  of  borroiving  be  coor- 
dinated luith  current  and  future  estimated  annual  amounts  that 
may  be  borrowed  under  the  debt  limitations.  Appropriate  cash- 
fow  statements  and  projections  should  be  prepared  and  sub- 
mitted with  both  fve-year  and  current  annual  capital  budgets  to 
assist  in  maintainins;  realistic  limits  on  debt  to  be  authorized,  in 
relation  to  debt  which  may  actually  be  incurred  under  constitu- 
tional limits. 


CAPITAL  liUDGEl-EXECU nON 

A major  problem  in  connection  with  tlie  capital  budget  levolvcs 
around  its  execution.  This  has  been  a divided  responsibility  at  present 
evith  the  Highways  Department  alone  responsible  lor  the  highway  con- 
struction program,  but  botli  the  General  State  Authority  and  the  De- 
partment ol  Property  and  Supplies  responsible,  in  an  overlapping 
lashion,  lor  its  execution. 

Ehere  seems  to  exist  a unanimity  ol  view  that  one  agency  should  be 
solely  responsible  lor  jDublic  works,  exclusive  ol  highways.  But  there  is 
no  agreement  on  whether  that  agency  should  be  the  General  State  Au- 
thority as  presently  constituted,  the  Department  ol  Property  and  Sup- 
plies with  an  expanded  Bureau  ol  Construction,  or  an  entirely  new 
agency— a Public  Works  Administration  or  some  such  title.  The  advan- 
tages ol  one  agency  are  tcjo  obvious;  the  disadvantage  ol  several  agencies 
sharing  responsibility  is  that  no  agency  is  really  responsible  and  more 
time  is  spent  avoiding  responsibility  and  decisions  than  in  executing 
the  budget. 

It  obviously  would  be  an  advantage  to  any  administration  to  have 
its  building  agency  directly  responsible  to  it  in  the  same  manner  as  the 
Highways  Department  is  now  part  ol  the  administration.  What  has  been 
proposed  is  that  il  the  responsibility  lor  public  works  is  given  to  the 
Department  ol  Property  and  Supplies  or  a new  agency  under  the  Gov- 
ernor, then  there  should  be  created  a new  independent  board,  composed 
jointly  ol  representatives  ol  the  executive  and  the  legislative  branches, 
with  the  all  important  lunction  ol  passing  on  more  than  normal 
additional  authorizations  in  the  cost  ol  projects.  This  lunction  is  now 


performed  by  the  Board  of  General  Slate  Authority.  The  nerv  board, 
suggested  to  be  named  the  Public  ^Vorks  Commission,  would  also  have 
the  function  of  recommending  to  the  Governor  panels  of  architects  and 
consultant  engineers  from  which  he  will  make  selections  for  design  and 
engineering  of  public  improvements. 

20.  It  is  recommended  that  the  responsibility  for  supeiuising  the  design 

and  construction  of  Commomvealth  non-highway  public  works 
be  centralized  in  the  Department  of  Property  and  Supplies  or  its 
successor  agency. 

If  such  a plan  is  adopted,  the  necessity  of  retaining  the  General  State 
Authority,  except  for  the  purpose  of  licjuidating  existing  Authority 
financing,  will  vanish.  Its  staff  will  naturally  continue  to  serve  the  State 
as  before  but  under  different  management.  Even  if  the  Authority  is 
retained,  it  will  be  necessary  to  decide  if  borrowed  funds  should  be  used 
for  payment  of  Authority  administration  costs. 

21.  It  is  recommended  that  a board  similar  in  composition  to  the  Gen- 

eral State  Authority  board,  composed  of  members  representing 
the  executwe  and  legislative  branches,  but  not  necessarily  either 
cabinet  officers  or  legislators,  to  be  appointed  by  the  Governor 
and  the  respective  heads  of  the  two  branches  of  the  Creneral  A.s- 
sernbly,  be  established  for  the  purpose  and  with  the  responsibility 
of  revieiving  and  approving  the  acceptance  of  bid  proposals  in 
excess  of  amounts  estimated  in  the  capital  budgets,  including 
highways,  and  allocating  the  necessary  additional  funds  from 
amounts  earmarked  for  that  purpose  by  the  General  Assembly: 
and  in  addition,  that  the  Board,  to  be  known  as  the  Public  fVorks 
Commission,  also  review  the  qualifications  of  architects  and  en- 
gineers seeking  appointments  by  the  Commomvealth  with  a view 
of  creating  lists  from  which  the  appropriate  executive  appoint- 
ments can  be  made. 
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Procurement  Recommendations  Which 
May  Require  Legislative  Action 


To  implement  the  recommendations  made  in  this  report  may,  in  some 
instances,  retpiire  legislative  change.  Listed  below  is  our  summary  ot 
the  items  that  may  or  may  not  require  legislative  (hange. 

I.  Recommendations  that  may  not  recpiire  legislative  change: 


Item 

0 

Overall  State  Procedures 

Item 

5 

Blanket  Orders 

Item 

6 

Small  Value  Purchase  Order 

Item 

8 

Payment  to  Suppliers 

Item 

9 

"State  ol  the  Art”— Procurement 

Item 

11 

Suppliers  ol  State's  Rec|uirements 

Item 

13 

Receiving  and  Inspection 

Item 

14 

Warehousing 

Item 

20 

I'he  Bureau  ol  Standards 

Item 

23 

The  Bureau  ol  Publications 

Item 

24 

State  Leasing  Practices 

Recommendations  that  may  recpiire  legislative  change: 

Item 

1 

Overall  State  Procurement 

Item 

3 

Audits  lor  Compliance  tviih  Policy  and  Procedure 

Item 

4 

Competitive  Bidding 

Item 

7 

Surety  Bonds 

Item 

10 

State  Image 

Item 

12 

Budget  Control  ;iud  Commitments 

Item 

15 

Property  Control 

Item 

16 

Surplus  Property 

I tern 

17 

Employe  Education 

Item 

18 

Procurement  Personnel 

Item 

19 

Civil  Sendee 

Item 

21 

Board  ol  Commissioners  ot  Public  C.rounds 
Buildings 

Item 

22 

Idle  Automotive  Bureau 

Item 

25 

General  State  Authority 

Item 

26 

Local  Government /State  Proctirement 

1 
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Manpower  Planning 

DONALD  C.  STONE 

I consider  the  implementation  ot  the  comprehensive  Manpower  Plan- 
ning and  Development  system  to  be  one  of  the  most  urgent  tasks  of  the 
Commonwealth  if  it  is  to  fiilfdl  its  public  service  responsibilities  in  the 
next  decade. 

1 he  Department  of  Personnel  has  made  a good  start  in  the  design  of 
the  system.  A Manpower  Planning  Division  has  been  established  and 
assigned  the  three  tasks  of  (1)  preparation  of  annual  manpower  plan, 
(2)  a coordinated  recruiting  program  based  on  needs,  and  (3)  program 
evaluation. 

Success  of  the  system  will  depend  on  the  ability  to  make  it  opera- 
tional, and  the  degree  of  cooperation  of  the  departments  and  the  agen- 
cies. The  following  are  some  of  the  measures  I see  as  essential  if  the 
system  is  to  be  effective. 

1.  Comprehensive  recruitment  program.  An  objective  of  the  system 
is  the  formulation  of  a definitive  program  of  recruitment  for  one  year 
and  longer  term  periods.  Inasmuch  as  recruitment  is  now  divided  be- 
tween the  Civil  Service  Commission  and  the  Governor’s  Personnel  Sec- 
cretary,  with  manpower  planning,  training,  development,  and  some 
recruitment  functions  vested  in  the  Bureau  of  Personnel,  the  system  will 
not  work  well  unless  these  functions  are  consolidated  into  a single  per- 
sonnel system  as  recommended  in  our  report.  Without  such  consolida- 
tion, a single,  comprehensive  recruitment  system  covering  all  State 
personnel  (except  for  those  top  positions  which  are  appropriately  exempt 
from  civil  setvice)  will  be  difficult  to  formulate  and  almost  impossible 
to  implement. 

2.  Anticipatory  recruitment.  To  carry  forward  such  a comprehensive 
recruitment  program  the  emphasis  should  be  shifted  from  measures  to 
provide  for  short-run  needs  to  a positive,  anticipatory  type  of  recruit- 
ment in  which  the  central  personnel  agency  and  the  departments,  on  an 
agreed  upon  system  of  cooperation,  scour  the  State  and  areas  beyond  for 
tjualified  persons. 

3.  Generating  the  talent.  Far-reaching  and  resourceful  measures 
should  be  taken  to  advise  universities,  school  systems,  and  other  training 
institutions  of  short-term  and  long-term  personnel  requirements  in  order 


I hat  adequate  sources  ol  supply  may  be  developed.  Federal,  State,  and 
local  financing,  induding  piivate  support,  can  thus  be  channeled  to 
critical  shortage  fields. 

1.  Inlegrotiiig  State  and  local  plans.  Many  ol  the  most  critical  areas 
ol  administrative,  prolessional,  and  technical  education  required  lor 
meeting  the  needs  ol  an  urban-industrial  state  have  been  neglected. 
State  leadership,  working  with  local  agencies  and  prolessional  organiza- 
tions, shouhl  encourage  and  assist  in  the  establishment  ol  adequate  pre- 
service and  in-service  degree  and  non-degree  training  programs  to  meet 
State  and  local  personnel  recpiirements  in  such  fields  as  transportation 
planning  and  administration,  water  resources,  public  works,  community 
action  and  development,  urban  and  regional  planning,  economic  and 
industrial  development,  administration  ol  law  and  justice,  community 
recreation  and  park  administration,  urban  renewal  and  housing,  urban 
management,  and  the  administration  ol  the  perlorming  arts  and  other 
cultural  activities  already  receiving  increased  public  sponsorship.  II  the 
State  is  able  to  ctirry  lortvard  the  }rroposed  study  ol  manpower  require- 
ments of  counties,  cities,  and  other  local  governments,  it  will  be  possible 
to  plan  how  all  public  service  manpower  needs  in  the  State  can  be  met. 
To  be  effective  the  resources  of  the  De[)artmcnt  of  Community  Affairs 
tvhich  has  the  primary  ongoing  responsibility  tvill  need  to  be  aug- 
mented. 

5.  Federal  assistance,  d'he  Manpower  Planning  Division  should  take 
full  advantage  of  federal  manpower  planning  data,  make  maximum  use 
of  federal  civil  service  registers  of  t|ualified  candidates  who  might  be  in- 
terested in  State  positions,  and  utilize  fully  federal  funds  available  for 
public  service  education.  Two  new  acts  hold  great  potential  for  Penn- 
sylvania. 

— 1 lie  Kilucation  for  the  Public  Service  .\ct  ( title  IX  of  the  Higher 
Education  .Act)  which  provides  for  grants  to  universities  for  pre-service 
education  of  practitioners  for  administrative.  profe,ssional,  and  technical 
positions  in  local,  state,  and  federal  services.  This  act  needs  funding. 

— S.  11.  the  Intergovernmental  Personnel  .Act  introduced  by  Senator  Muskie 
and  over  thirty  other  Senators.  'I  his  hill  provides  for  federal  grants  to 
states  for  the  strengthening  of  their  personnel  systems,  fellowships  for 
state  and  local  employes,  training  programs,  and  a system  of  detailing 
or  loaning  of  per.sonnel  from  federal  to  state  and  local  agencies  and  from 
local  to  state  and  federal  agencies  to  meet  critical  needs. 

Support  ol  both  of  these  congressional  acts  is  recommended. 


6.  Use  of  the  executive  im>eutory  records.  Translation  ot  the  execu- 
tive inventory  into  an  effective  instriuneni  for  tlie  identification  of  cjuali- 
fied  individuals  within  tlie  State  service  and  for  their  reassignment  to 
higher  positions  when  vacancies  occur  will  rc(]uire  a lot  of  o|>erational 
capability.  In  the  past  there  has  been  very  little  mobility  of  personnel 
among  State  departments  and  virtually  none  among  lederal.  State  and 
local  agencies.  'I’he  executive  inventory  records  delineate  the  basic 
cpialifications  of  individuals.  A “print  out”  of  such  records  should  cast 
up  good  prospects  to  fill  vacant  positions.  However,  two  new  measures 
will  be  required: 

—revision  of  civil  service  re;^ulatioiis  to  enal)le  vacant  positions  to  be 
filled  by  this  system. 

—adoption  of  a procedure  for  evaluation  of  such  "print  out"  piospects  to 
determine  their  qualifications  and  potential  for  the  \acanl  post. 

To  make  the  system  work  there  must  be  very  progressive  and  pro- 
fessional personnel  officers  within  the  departments  and  agencies  who 
work  in  cooperation  with  the  Manpower  Planning  Division.  Since  agen- 
cies often  drag  their  feet  over  proposals  to  promote  an  employe  into 
a position  in  another  department,  adequate  central  authority  is  essential 
to  make  the  plan  work. 

Many  of  the  features  of  the  executive  assignment  system  adopted  by 
the  President  and  administered  by  the  U.S.  Civil  Service  Commission 
are  applicable  in  Pennsylvania. 

7.  Departmental  capabilities.  The  entire  Manpower  Planning  and 
Development  system  will  falter  unless  the  heads  of  State  departments 
and  institutions  initiate  better  personnel  systems.  This  entails  appoint- 
ment of  a first-class  personnel  director  in  each  agency  and  leadership 
in  initiating  and  utilizing  good  personnel  practice.  The  Bureau  of  Per- 
sonnel is  prepared  to  decentralize  personnel  functions  over  which  it  has 
control  if  the  departments  can  absorb  them.  Some  of  the  activities  of 
the  Civil  Service  Commission  woidd  also  appear  appropriate  for  further 
decentralization. 

8.  Conclusions.  The  State  is  to  be  commended  for  initiating  the  Man- 
power Planning  and  Development  System.  It  has  tremendous  potential 
in  the  development  of  a modern  personnel  system  for  the  State. 

However,  the  system  will  be  severely  handicapped  unless  (1)  State- 
wide personnel  and  civil  service  functions  are  consolidated,  (2)  the 
Manpower  Planning  Division  is  provided  with  an  adecpiate  budget  and 


;i  very  able  stall,  (,H)  the  deparinients  and  agencies  are  better  organized 
and  stalled  to  carry  ont  their  jjart  ot  personnel  responsibilities,  (4)  ef- 
iective  relations  are  developed  vith  lederal  agencies,  local  governments, 
and  the  universities  and  other  educational  institutions. 

These  steps  require  a new  commitment  ol  both  State  legislators  and 
political  executives  to  manage  all  State  services  on  a merit  basis  with 
citizens  assured  ol  securing  a maximum  return  on  the  tax  dollar. 

o 
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STATE  INSURANCE  FUND 
STATUS  OF  FUND  BALANCE 
SEPTEMBER  30,  1968 

Cash  in  Treasury  ¥ 

Investments: 

United  States  Ircasuiy  Itonds,  12/15/()7-72 
@21/2%  KX), 000.00 

Total  Casli  and  Inveslinents 

.Vppropriation  to  State  In.suiance  Fund: 

Act  No.  ()8-.\  (Session  of  1953)  1 ,000,(M)0.00 

Less:  Amount  Received  hv  State  Insurance 

Fund  S300.000.00 

Lunds  Lapsed  June  30,  1968  700.000.(10  I.OOO.OOO.OO 

Balance  in  Custodv  of  State  Treasuiv 
FUND  BALANCF, 

COMMITMENTS 


Claims  Against  Lund  For  Lire  Losses 8 •h).t)9;i.3l 

Recoverable  Automobile  Damages: 

Claims  Peirding  40,086.32 


'1  otal  Commitments  

TOTAL  LUNDS  .V\  AM.ABLE 


,S379, 724.62 


-0- 


S379.724.62 


86,781.63 

S292,942.99 
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CASH  BALANCE  JUNE  30  $125,251.82  .$180,726,59  .$168,023.37  ,$483,001.78  $161,000.60 


COMMONWEALTH  OF  PENNSYLVANIA 

GOVERNOR'S  OFFICE 

HARRISBURG 


EXECUTIVE  DIRECTIVE  NO.  10 
March  6,  1967 

SUBJECT:  Selection  of  Management  Consultants 
For  Commonwealth  Agencies 

TO:  Heads  of  all  Administrative  Departments,  Independent 

Administrative  Boards  and  Commissions,  and  other 
State  Agencies  under  the  Governor's  jurisdiction 

FROM:  Governor  Raymond  P.  Shafer 

Many  agencies  and  departments  of  the  Commonwealth  are  requesting  the 
services  of  management  consultants.  The  use  of  consultants  has  been  proven 
beneficial  in  most  cases,  but  there  are  instances  where  improper  judgment  in 
this  area  has  resulted  in  wasted  time  and  unwarranted  expense.  The  decision 
to  use  consultants  and  their  proper  selection  must  be  entered  into  thoughtfully 
to  obtain  the  best  results  possible  from  the  time  and  money  expended. 

To  ensure  the  proper  selection  of  consultants,  each  agency  making  requests 
should  follow  the  procedures  set  up  by  the  Office  of  Administration.  The 
following  principles  should  be  observed  at  all  times: 

1.  If  requested,  consulting  services  must  be  advantageous  to  the  Com- 
monwealth. 

2.  Services  of  independent  consultants  are  to  be  used  only  when  quali- 
fied personnel  from  the  Office  of  Administration  or  other  executive 
agencies  are  not  available. 

3.  When  requesting  consulting  services,  a definition  must  be  made  of 
the  problem  involved. 

4.  Independent  consultant  contracts  are  to  be  used  only  for  the  ac- 
complishment of  a specific  mission,  and  not  as  a substitute  for  per 
diem  employment. 

5.  Independent  consulting  services  may  be  obtained  only  by  contract. 

6.  Competitive  proposals  are  required  whenever  feasible. 

7.  Consultants  are  to  be  used  only  when  qualified  agency  personnel  in 
sufficient  numbers  are  to  be  assigned  to  participate  in  the  project. 

8.  The  Office  of  Administration  is  to  exercise  general  surveillance  over 
the  selection  and  performance  of  private  consultants. 

The  Secretary  of  Administration  is  directed  to  issue  procedures  to  be  followed 
by  agencies  requesting  management  consultant  services  in  accordance  with 
these  principles. 


COMMONWEALTH  OF  PENNSYLVANIA 
OFFICE  OF  ADMINISTRATION 
GOVERNOR'S  OFFICE 


ADMINISTRATIVE  DIRECTIVE  NO.  5 

SUBJECT:  Procedures  to  Use  When  Requesting  March  6,  1967 

Management  Consultant  Services 
TO:  Heads  of  all  Administrative  Departments, 

Independent  Administrative  Boards  and 
Commissions,  and  other  State  Agencies 
Under  the  Governor's  Jurisdiction 
FROM;  A.  F.  Sampson 

Secretary  of  Administration 
and  Budget  Secretary 

In  reference  to  Executive  Directive  No.  10  I should  like  to  assure  you  of 
the  cooperation  of  the  Office  of  Administration  when  you  are  in  need  of 
management  consulting  services.  Studies  made  by  management  consultants 
are  to  be  those  which  involve  systems,  procedures,  organizational  concepts, 
and  similar  administrative  processes.  Consultants  used  to  evaluate  the  ef- 
fectiveness of  programs  such  as  educational  achievements  and  parole  ef- 
fectiveness are  exempt  from  this  procedure. 

To  ensure  the  proper  selection  of  consultants,  the  following  procedures  are 
to  be  used  by  agencies  requesting  services: 

1.  Define  as  clearly  as  possible  the  problem  to  be  solved  and  state  the 
purpose  and  scope  of  the  study.  The  complete,  final  definition  of  the 
problem  may  be  achieved  only  after  the  consultant  has  gathered  and 
studied  the  facts  necessary  to  isolate  the  real  problem  and  its  under- 
lying causes.  However,  management  should  have  thought  through 
its  situation  with  sufficient  thoroughness  to  arrive  at  its  own  definition 
of  the  problem  including  estimates  of  the  potential  values  to  be 
achieved  by  solving  it  and  the  desirability  of  tackling  the  job  at  all. 

2.  Submit  a request  for  consultant  services  to  the  Secretary  of  Adminis- 
tration for  approval. 

The  Secretary  of  Administration  or  his  representative  will  take  the  follow- 
ing action  after  a study  has  been  approved; 

1.  Assist  the  departments  or  agencies  to  the  greatest  extent  possible  to 
define  and  document  the  objectives  to  be  achieved. 

2.  Decide  whether  the  consulting  service  should  be  performed  by  Of- 
fice of  Administration  personnel  and/or  by  independent  consultants. 

3.  Assign  personnel  from  the  Office  of  Administration  to  perform  the 
service  if  it  is  considered  desirable  to  use  their  services. 


4.  Approve  job  specifications  to  be  distributed  to  independent  con- 
sultants before  they  are  distributed. 

5.  Approve  the  list  of  independent  consultants  to  be  asked  to  submit 
proposals.  Except  where  it  is  clearly  not  feasible  to  do  so,  proposals 
should  be  solicited  from  more  than  one  consultant. 

6.  Assist  the  agency  concerned  in  the  evaluation  of  proposals  submitted 
by  independent  consultants  in  reply  to  the  requests  for  proposals. 

7.  Assist  the  requesting  agencies  in  all  phases  required  to  obtain  ser- 
vices from  independent  consultants. 

8.  Approve  or  disapprove  an  agency's  recommendation  for  a particular 
independent  consultant. 

9.  Monitor  the  conduct  of  the  study. 

10.  Participate  in  the  study  if  feasible. 

11.  Evaluate  the  work  of  the  independent  consultants  when  engaged. 

12.  Follow-up  on  the  implementation  of  the  approved  recommendations 
made  by  the  independent  consultants  or  by  the  Office  of  Administra- 
tion personnel. 

When  approval  is  granted  to  employ  the  services  of  an  independent  con- 
sultant, the  following  functions  are  to  be  performed  by  the  agency: 

1.  Prepare  specifications,  with  assistance  from  the  Office  of  Administra- 
tion, to  provide  data  for  the  independent  consultant  to  use  in  pre- 
paring a proposal. 

2.  Request  approved  qualified  consultants  to  submit  proposals  for  the 
study  on  the  basis  of  the  specifications. 

3.  Evaluate  the  proposals. 

4.  Recommend  to  the  Secretary  of  Administration  the  independent  con- 
sultant considered  best  suited  to  perform  the  services  required. 

5.  Submit  the  request  for  funds  to  cover  the  fees  of  the  selected  inde- 
pendent consultant  to  the  Secretary  of  Administration. 

If  the  decision  is  made  to  use  the  services  of  Office  of  Administration  per- 
sonnel, the  agency  should  immediately  consult  with  such  personnel  to: 

1.  Determine  the  scope  of  the  project. 

2.  Prepa'-e  a time  schedule  for  the  project. 

3.  Determine  the  number  and  the  sources  of  personnel  required  to  carry 
out  the  project. 

Whenever  an  agency  utilizes  the  services  of  consultants,  it  shall  assign  a 
sufficient  number  of  qualified  personnel  to  partake  in  the  study  to  assure  maxi- 
mum benefits  are  obtained  from  the  study  and  to  assist  in  the  implementation 
of  the  recommendations  after  the  consultants  have  left  the  scene. 


COMMONWEALTH  OF  PENNSYLVANIA 

ADMINISTRATIVE  DIRECTIVE  NO.  47 
January  20,  1969 

Contracting  for  Consulting  Services 

Heads  of  all  Administrative  Departments, 

Independent  Administrative  Boards  and 
Commissions,  and  other  State  Agencies 
under  the  Governor's  Jurisdiction 

A.  F.  Sampson 
Secretary  of  Administration 
and  Budget  Secretary 

This  Directive  describes  the  procedures  to  be  used  in  securing  consulting 
1967,  entitled,  "Procedures  to  Use  When  Requesting  Consultant  Services." 

This  Directive  supersedes  Administrative  Directive  No.  5,  issued  March  6, 
services  in  the  areas  of  management  systems,  procedures,  organization,  elec- 
tronic data  processing,  and  similar  processes.  Agencies  requesting  consulting 
services  are  responsible  for  preparing  a complete  and  thorough  definition  of 
the  problem  to  be  solved  including  a statement  of  the  purpose  and  scope  of 
the  proposed  study  and  for  submitting  this  information  to  the  Office  of  Admin- 
istration for  review. 

The  Bureau  of  Systems  Analysis  in  the  OA  will  take  the  following  action  or. 
receipt  of  the  problem  definition  and  supporting  data: 

1.  Determine  whether  the  services  requested  can  be  performed  by  Office 
of  Administration  personnel  or  other  Commonwealth  employes. 

2.  Assign  such  personnel  to  perform  the  services  if  it  is  considered  de- 
sirable to  use  their  services. 

3.  If  it  is  desirable  to  use  independent  consultants,  formulate,  in  con- 
junction with  the  requesting  agency,  study  specifications  to  be  used 
in  securing  proposals. 

4.  Assist  the  requesting  agency  in  locating  qualified  consultants  who  will 
be  asked  to  submit  proposals.  Except  where  it  is  clearly  not  feasible 
to  do  so,  proposals  should  be  solicited  from  more  than  one  consultant. 
An  agency  must  fully  justify  the  selection  of  a consultant  on  a "sole" 
source  basis  by  submitting  information  explaining  the  unique  ca- 
pabilities of  the  consultant  which  Indicate  that  a sole  source  award  is 
appropriate. 
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5.  Assist  the  agency  concerned  in  the  evaluation  of  proposals  submitted 
by  independent  consultants  in  reply  to  the  specifications. 

6.  Attend  periodic  progress  meetings  during  the  course  of  the  study  to 
evaluate  the  work  of  the  consultants. 

7.  Follow  up  on  the  implementation  of  the  approved  recommendations 
made  as  a result  of  the  study. 

The  following  functions  are  to  be  performed  by  the  agency  when  the  ser- 
vices of  an  independent  consultant  have  been  determined  to  be  necessary: 

1.  Request  consultants  selected  in  conjunction  with  the  Bureau  of  Sys- 
tems Analysis  to  submit  proposals  for  the  study  on  the  basis  of  the 
specifications. 

2.  Form  an  evaluation  committee  and  establish  criteria  to  evaluate  the 
proposals  with  assistance  from  the  Bureau  of  Systems  Analysis. 

3.  Select  a consultant  and  submit  the  contract  between  the  successful 
vendor  and  the  agency  to  the  OA  for  approval. 

4.  Assign  a sufficient  number  of  agency  employes  who  understand  the 
system  to  participate  in  the  study  to  assure  that  maximum  benefits 
are  obtained  from  the  study  and  to  assist  in  the  implementation  of 
the  recommendations  after  the  consultants  have  left  the  scene. 

5.  Establish  monthly  progress  report  meetings  with  the  consultant. 

6.  Furnish  the  Bureau  of  Systems  Analysis  with  a copy  of  the  final  re- 
port of  all  consultant  studies. 

If  the  decision  is  made  to  use  the  services  of  Office  of  Administration  per- 
sonnel, the  agency  should  immediately  consult  with  such  personnel  to; 

Determine  the  scope  of  the  project. 

2.  Prepare  a time  schedule  for  the  project. 

3.  Determine  the  number  and  the  sources  of  personnel  required  to  carry 
out  the  project. 

In  order  to  expedite  the  processing  of  paperwork  for  consulting  services, 
please  forward  the  requests  to:  Director,  Bureau  of  Systems  Analysis,  Office 
of  Administration,  Room  520,  Finance  Building. 

The  Bureau  of  Management  Information  Systems  will  issue  more  detailed 
instructions  relative  to  consulting  contracts  with  an  end  product  that  is  a pre- 
requisite for  or  an  integral  part  of  automated  information  systems. 
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